fe 


ADM: 


5 ARY 


CHARTING EUTORS «3 SERIE BANKING 


FIDUCIARIES ym THE 1932 REVENUE ACT 
John L. Kuhn 


MAKING oe OF IDLE CREDITY 
rank J kk J. Maurice 


FRIENDLY RELATIONS WITH THE BAR 
hilbrick McCoy 


AGENCIES: ges 8 nat folie APPROACH 


MORTGAGE POOL FOR TRUST FUNDS 
William A. Wilson 


UNIFORM PRINCIPAL AND INCOME ACT 
Charles E. Clark 


GUIDES IN COnRaE TE. Teer WORK 


TEST OF INVESTMENT ‘uncut 
ard F. ‘d F. Wortham 


OPPORTUNITIES FOR OR NEW TRUST BUSINESS 
VALUABLE LESSONS FROM LOAN EXPERIENCE 


ON THE DOMESTIC AND INTERNATIONAL HORIZON 
LEGAL DECISIONS AND DISCUSSIONS ~~ 


Crust Companies Publishing Association 
Gmn Rector Street, New ws City 


Cc. A. LUHNOW, Publisher 


_ Entered as second-class matter May 2% office at New York, N. hf under the Act of 
’~ (March 3, 1879. Mon a? Ree t 
LONDON N OFFICE: DORLAND D HOUSE, 4 REGENT > Saga 1. 





Che Union Trust Company of Pittsburgh is fully 
equipped to offer a complete banking, correspondent and fiduciary 
service to. banks and bankers who wish to be effectively represented 
in the Western Pennsylvania area. The fact that this institution has 
been chosen to handle trust funds of over $385,000,000 is an indication 
of its capability to. transact satisfactorily the business entrusted to it. 


Capital and Surplus $65,000,000 


Tue Union TRust CoMPANY 
OF PITTSBURGH 


MEMBER FEDERAL RESERVE SYSTEM 


A VALUABLE connection in Philadelphia 
is afforded by this Company, with its central 
location, fifty years’ experience in all phases 
of banking and trust affairs and its large 
resources. 


The REAL ESTATE-LAND TITLE 
and TRUST COMPANY 


PHILADELPHIA 


Main Office Downtown Office 
Broad and Chestnut Streets 517 Chestnut Street 





Orust Companies 


A MONTHLY MAGAZINE DEVOTED TO TRUST COMPANY, BANKING AND 
FINANCIAL INTERESTS OF THE UNITED STATES 


rs 








Hal. LIV | | | we _Number Six 











TABLE OF CONTENTS 


Frontispiece—THE WIDE OPEN SPACES. 
THROUGH THE WILDERNESS TO SUNRISE 


Path from Depression to Inevitable Recovery 

Gleam of the Dawning 

The International Horizon 

Fiduciary and Bank Check Taxes 

Fiduciary Not Charged with Liability for Depreciation of Securii:: 

Moratorium on Railroad Bonds. 

Incorporation in Wills and Trust by Reference. 

Example of Fine Banking Leadership. 

A Neglected Source of New Trust Business. 

Supreme Court Settles Vexed Question. 

Unfair Attack Upon Trust Companies as Receivers. 

Restoring Price Level and Income. 

General Dawes Returns to Trust Field. 

Status of Uninvested Trust Funds in Ohio Decided. 
CONSTRUCTIVE PROGRAM FOR AMERICAN BANKING 

R. S. Hecht, President Hibernia Bank & Trust Co., New Orle ans. 


FIDUCIARIES AND THE 1932 REVENUE ACT. . 
John L. Kuhn, Manager, Tax Department, Bankers Trust Co. of New York. 


THE BANKER’S ROLE IN STIMULATING LOCAL BUSINESS. 
Frank J. Maurice, President, Highland Park State Bank, Detroit. 


BASIS FOR TRUST COMPANY-LAWYER RELATIONS . 
Philbrick McCoy of the Los Angeles Bar. 
AGENCIES: THE MOST EFFECTIVE APPROACH TO NEW TRUST BUSINESS 
D. W. MacKay, Assistant Trust Officer, United States National Bank, Portland, Ore. 


MORTGAGE POOL FOR TRUST INVESTMENTS... 
William A. Wilson, Member of the Bar of Pittsburgh. 


LESSONS FROM RECENT EXPERIENCE IN LOAN ADMINISTRATION : 
Val H. Murrel, President, Continental-American Bank & Trust Co., Shreveport, ‘La. 


PRESENT OPPORTUNITIES FOR NEW TRUST BUSINESS a 
Arnold F. Brunkow, Asst. Trust Officer, The Old National Bank & U nion Trust Co., Spokane. 


INTERPRETATION OF PROPOSED UNIFORM PRINCIPAL AND INCOME ACT 
Charles E. Clark, Dean, Yale University School of Law. 

PRACTICAL GUIDES IN CORPORATE TRUST PROCEDURE 
Henry A. Theis, Vice-president, Guaranty Trust Co., New York. 


CHALLENGE TO TRUST PROMOTION MEN A 
W.S. Guilford, Trust Department, California National Bank, Sacramento 4 


BANKING AND ECONOMIC PROBLEMS THAT PRESS FOR SOLUTION 
J. Stewart Baker, Vice-chairman, Bank of Manhattan Trust Co., New York. 


WHAT DO YOU MEAN—PUBLIC RELATIONS? . 
Harry J. Plogstedt, Assistant Secretary, The Fifth Third Union Trust Co., Cincinnati. 


INVESTMENT MANAGEMENT THE SUPREME TEST IN TRUST SERVICE . 
Howard F. Wortham, New York City. 


LEGAL DECISIONS AND DISCUSSION . 
Edited by William G. McLaughlin of the New York Bar. 
Underwriter Cooperation at Chase National Bank . 
‘“‘House Warming’”’ at American Security & Trust Co. of Washington, D.C. 
New Main Office of Fifth Third Union Trust Co. of Cincinnati . ; 
Guaranty Trust of New York as Executor for Deposed Shah of Persia . 
Fostering Cooperation with Life Insurance Underwriters , ; 
Organization of New York Trust Department Operations Men 
Supreme Court Decision Favors Girard Trust Company 
Branch Banking and Check Collections. EF 
Metered Charges for Bank Service and on “Float” . E 
New York City Banking and Trust Company Developments ; 
Trust Company Stockholders Exempt from Double oe 
The Way Out of Depression . - 
Coordination Between Banking and Business. 
Tribute to St. Louis Bankers ._. 
Cleveland District Marshalls for Reconstructicn. 
Savings Field Rich in Opportunity >, tar’, ee ad 
California Bankers in Annual Conclave. 
CORRESPONDENCE FROM LEADING CITIES INCLUDING BOSTON, PHILADELPHIA, CHI- 
CAGO, CLEVELAND, ST. LOUIS, LOS ANGELES, SAN FRANCISCO, _ ae . .775-788 


a al 


Annval Subscription, $5.00 Single Copies, 60 Cents 
SFiNNMNNNNUUAUAAUNNONNNNUAUUUNNONN0ONNUUUNON00N0000000000000000000000000000000000000000000000009000000000008008000000000008000000000800000000000008000000000000000000000000000000000000000000ia= 


it 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 
= 





TRUST COMPANIES 


FRANK L. BABBOTT 
WALTER ST. J. BENEDICT 
HARRY M. DE MOTT 
JACKSON A. DYKMAN 


Ss Ixty-SIX Years 


WILLIAM H. ENGLISH 
JOHN W. FRASER 0 of 
JOHN GEMMELL, Jr. 

WILLIAM M. GREVE 

JOHN V. JEWELL 

JAMES H. JOURDAN f bd bd 
HOWARD W. MAXWELL £ E 

HOWARD W. MAXW1 ontinuous L.xpertence 
JOSEPH MICHAELS 

THOMAS E. MURRAY, Jr. 

GEORGE V. McLAUGHLIN 


JOSEPH J. O’BRIEN : ) 
Sw BROOKLYN TRUST 
ROBERT L. PIERREPONT 


HAROLD I. PRATT 

RICHARDSON PRATT 

THOMAS H. ROULSTON ARUES V3 

ADRIAN VAN SINDEREN RN Csr 
gE: A coor 


J. H. WALBRIDGE o \%\ 5) 

ALEXANDER M. WHITE, Jr. ot } ) MAIN OFFICE—177 Montague St., Brooklyn [J mcncaren E 

WILLIS D. WOOD NG NEW YORK OFFICE—26 Broad Street 2 NEW VOR Pe 
Nore” Carel 


One of the oldest Trust Companies in the United States 


Trustees 
| 
| 


Twenty-four Hour 


Transit Service 


(ommerce [rust Ompany 


Kansas City 





TRUST COMPANIES 


A CONFERENCE ON ADVERTISING 
AND NEW BUSINESS PROBLEMS 


PusLic CONFIDENCE. 


Can You Regain it 


SS 


\2o% A Meeting of Financial Men 


eg 
\? 


\. and Minds for Mutual Benefit 


Changing conditions; how to meet 
them. Dwindling confidence; how 
to restore it. Diminishing returns; 
how to stem them! Four days— 
9:30 A. M. to 10:00 P. M. every 
day—solid sessions crammed with 
fact-finding discussions 

are invited to attend this annual 
conference which will change the 
conception of the uninitiated 
concerning a convention. 


90 informative talks and discus- 


sions by 90 financial advertis- 
ing and merchandising leaders. 
Every bank, trust company and 
investment concern interested in 
meeting the problems of today 
should have one or more repre- 
sentatives at this conference. 


An exhibit of over 200 panels 
will contain the direct mail, news- 
paper, billboard and window ad- 
vertising of the nation’s leading 
financial institutions. 


For hotel reservations and convention details address Preston E. Reed, 
Executive Secretary, Suite 1752—231 South La Salle Street, Chicago 


FINANCIAL ADVERTISERS ASSOCIATION 
17TH ANNUAL CONVENTION - SEPTEMBER 12- 13 - 


1 te be) 


CONGRESS HOTEL « CHICAGO 





IN THE WIDE OPEN SPACES 


Panoramic Scenes Along the Route of Special Tours to the Forthcoming Annual 
Convention of the American Bankers Association in Los Angeles 





Bol. LIV 


June, 1932 


Number Six 


THROUGH THE WILDERNESS TO SUNRISE 


THE PATH FROM “DEPRESSION” TO INEVITABLE RECOVERY 


MIDST the harangue of political 
conventions, of oracular confer- 
f ences and bootless expedients, 
both at home and abroad, the 
accent of heartening leadership remains 
conspicuously absent or too feeble to 
utter the needed word of command. The 
universal language of the world has ap- 
parently become one of despair, of fear 
and helpless resignation. Men of intelli- 
gence, even in high seats of authority, 
permit themselves in their despondent 
moods to entertain visions of catastrophic 
convulsions in social, economic and gov- 
ernmental structures. They speak of a 
new Dark Age, of a collapse of what we 
term civilization. And because of such 
screeching alarmist sirens drowning the 
quiet voice of courage and faith, the blight 
persists on business, industrial and finan- 
cial agencies of reconstruction. 

In open battle against foes that in the 
past have threatened the unity or chal- 
lenged the integrity of this nation, the 
American people have never failed to 
respond with exalted patriotism and un- 
flinching valor. Today, endowed with 
far more abundant resources of wealth 
and productive equipment than ever be- 
fore to satisfy the necessities and comforts 
of every man, woman and child; with 
sheathed weapons capable of asserting a 
new world leadership and advancement in 


economic and political realms, the forces 
that are in command of industry, of 
finance and trade, have the appearance 
of an army with stacked arms, waiting 
for some miraculous deliverance. Mean- 
while the phantom monster ‘‘Depression”’ 
stalks onward ruthlessly and contemptu- 
ous of fugitive efforts at resistance. 

That is the gloomy, dark picture which 
presents itself to all those who keep their 
eyes to the ground, swayed by an infectio- 
ous melancholia that feeds upon its own 
germs, that loses sense of poise and pro- 
portion. They distort the realities of the 
present situation and fail to recognize it 
as one of discipline. They do not watch for 
the dawn and the sunlight that are as 
sure to come as day follows night. They 
do not realize that this is a period in our 
history and of the whole world, indeed, 
that challenges and makes stronger the 
soul and character of men, as of nations. 

Whatever measure of political or eco- 
nomic nature may be advanced at Wash- 
ington or elsewhere, to break the present 
impasse, and whatever may be said as to 
causes and means of escape from this 
tragic reverse, the simple fact remains 
that the depression, in its essence, has re- 
solved itself into a morbid state of mind. 
It calls for pathological rather than poli- 
tical treatment. The beginning will come 
—probably has already come—unawares, 
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through an inner kindling of silent faith 
and confidence which lie at the heart of all 
human tribulation and progress. It is as 
Gen. Chas. G. Dawes says: “Recovery will 
come from the bottom, not from the top.” 
And it remains for bankers in command 
of refrigerated credit, with the captains 
of industry and business to daily help 
stimulate this spark of confidence. For 
bankers there is a special opportunity to 
serve by giving character the preference 
over collateral. 


So far as the deflation in this country 
is concerned, the processes of economic 
retribution, following the ravages left by 
the war and the sins of speculative ex- 
cess, have long since spent themselves. 
A serious handicap to recovery, however, 
is the feeling that the United States is in 
the grip of world-wide chaos and depres- 
sion; that there can be no salvation until 
international stability has been assured 
by orderly settlement of war debts, repar- 
ations and other problems of international 
character. Notwithstanding the annihi- 


lation of space and time by modern 


methods of communication it is well to 
bear in mind that the vast ocean still 
flows between our shores and the Old 
World with its age-old, abysmal racial 
and political clefts. The heritage of 
new ideals of freedom, justice and equality 
of opportunity cherished by the early 
fathers of this country, still survive in the 
heart of American citizenry and of our 
institutions. It is upon this foundation 
that America can build anew with the 
consciousness of having the material 
and spiritual qualities to journey “through 
the wilderness with faces toward the sun- 
rise. 


There remain grave problems to solve 
and much work to be done to clear away 
the wreckage. When this debris has been 
removed it will be discovered that there 
has occurred no loss in actual wealth, but 
that the economic, the banking and finan- 
cial structures emerge upon stronger and 
more secure foundations than before. It 
is not a time for the Pollyanna brand of 
optimism. It is the ‘‘open season’’ for 
candid acceptance of facts and firm 
resolve. We Americans have never failed 
to rise tojthe surface and this is no ex- 
ception. 


TRUST COMPANIES 


GLEAM OF DAWNING 


EPEATED disillusionment has bred 

a habit of scepticism toward any 

cheering signs that might indicate 
the end of depression. However, to those 
who cling to fundamentals rather than 
daily fluctuations, and who look for the 
rising sun, there have lately appeared 
some gleams of light upon both the do- 
mestic and international horizons—faint, 
perhaps, but nevertheless heartening. 


Of prime importance is the preserva- 
tion of national credit, although at the 
cost of cumbersome and inequitably im- 
posed taxes. Next is the prospect of 
early adjournment of Congress and the 
jettisoning of an inflammable supercargo, 
including rejection of the soldiers’ bonus 
bill, numerous legislative missiles, such 
as the Glass banking reform bill, which 
demands more mature deliberation as to 
structural banking changes; the Steagall 
bill which would revive the exploded fal- 
lacies of deposit guarantee; the Golds- 
borough and other foolish proposals to 
artificially govern the price level. 

The banking and credit situation re- 
veals favorable trends for the first time 
in a year anda half. Deflation and liqui- 
dation of bank loans on collateral and in- 
vestments are less pronounced with latest 
figures of reporting banks showing a 
change in attitude reflected in selective 
expansion of loans and bond investments. 
Excess reserves piled up in New York 
as a result of the open market operations 
of the Federal Reserve are being diverted 
to interior banks. Bank closings are less- 
ening steadily, although total for year to 
June 17 amounted to 740, tying up 
$383,000,000, with reopenings, however, 
becoming more numerous. These evi- 
dences of increasing stability in banking 
and credit are in large part due to the 
effective operations of the Reconstruc- 
tion Fianance Corporation and the ag- 
gressive open market policy of the Fed- 
deral Reserve banks. Renewed hopes 
are also aroused by the formation of a 
banking consortium in New York to sus- 
tain bond price levels and the organiza- 
tion of committees in various Federal 
Reserve districts similar to the Young 
Committee in New York to promote the 
employment of available credit. 














INTERNATIONAL HORIZON 


ESPITE uncertainties which cloud 
the discussions at the Lausanne 

conference on reparations and the 
Geneva conclave on disarmament, there 
is distinct improvement in the European 
situation, both from political as well as 
economic aspects. France seems to be 
the chief stumbling block, with Great Bri- 
tain, Italy and other powers well lined 
up for sound agreements. It is significant, 
however, that French statesmen express 
a greater degree of leniency as regards the 
extension of debt and reparations mora- 
toriums, and in recognizing the fairness 
of modifying pressure upon Germany’s 
ability to pay. On questions of reduction 
of armaments, French spokesmen at 
Geneva are disposed to consult their own 
nationalistic interests rather than the 
promotion of objectives of international 
peace and economy. Nevertheless, the 
“Locarno spirit” still obtains and the in- 
tense world longing for amicable under- 
standing and cooperation is bound to ex- 
ert salutary influence. 

In current discussions at Lausanne and 
Geneva, the reaffirmed policy of the 
United States in refusing to admit any 
question of reparations to enter into the 
status of war debt payments to this coun- 
try, plays an important role. 

There may be clashing of opinion, but 
the fact is inescapable that international 
relations, both as they apply to political 
and economic aspects, cannot be effectu- 
ally promoted until this nation joins with 
European powers in an honest effort to 
settle the problems of war debt and repar- 
ations. 

One of the first approaches is for 
European nations to show a more sus- 
ceptible policy in meeting American dis- 
armament reduction proposals and relin- 
quish selfish nationalism. Under the cir- 
cumstances the position of this country 
is justified that cancellation or modifica- 
tion of war debts would only prompt some 
of the Continental powers to increase 
their expenditures for naval and military 
establishments. With such fears ban- 
ished, the American people would doubt- 
less be much more disposed to exert its 
power and influence, especially as lead- 
ing creditor nation, to help restore the 
world to political and economic stability. 
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FIDUCIARIES AND THE 1932 
REVENUE ACT 


N this issue of Trust COMPANIES 
appears an article setting forth the 

provisions of the 1932 Revenue 
Act which are of special interest to trust 
companies and banks as fiduciaries and 
as affecting estates and trusts. The new 
tax law imposes the highest rates ever 
levied in time of peace. 

The more important schedules with 
which fiduciaries are concerned are those 
appertaining to taxes on incomes, on 
estates, revocable trusts, gift, fiduciary 
transfers, conveyances, leases of safe de- 
posit boxes, as well as the tax on bank 
checks and new provisions regarding 
losses from sale of stocks and bonds. 

The gift tax has been revived primarily 
as a supplement to the estate tax and to 
prevent evasion of tax. It is expected 
under this tax to prevent a_ taxpayer 
having a large estate escaping the estate 
tax by an irrevocable transfer in trust or 
by an outright gift during his life. 

One of the most drastic increases in 
the tax law is the increase in estate tax 
rates ranging from one per cent to as high 
as 45 per cent. There is also reduction in 
exemptions with no additional credit for 
estate and inheritance taxes paid to the 
state of the decedent’s residence or to 
other states. The changes in the estate 
tax procedure show evidences of careless- 
ness which will doubtless call for fre- 
quent rulings and inviting litigation. 

As regards revocable trusts, the new law 
provides that the income is taxable to 
the grantor if at any time during the 
taxable year he, either alone or in con- 
junction with any person not having a sub- 
stantial adverse interest in the disposition 
of the corpus or the income therefrom, 
has power to revest in himself title to the 
corpus of the trust, or if such power is 
vested in any person not having a sub- 
stantial adverse interest in the disposition 
of the corpus or the income. 

Aside from the labors attached to 
fiduciary taxes the trust companies, in 
common with banks, are confronted with 
other duties. One of the most difficult 


is that of serving without compensation 
in the collection of the tax on checks, 
which became effective, together with 
other levies, on June 21st. 
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FIDUCIARY NOT CHARGED WITH 
LIABILITY FOR DEPRECIATION 
OF SECURITIES 


URROGATE FOLEY of New York 
makes an important contribution to 

the line of recent court decisions 
which sustain fiduciaries in the exercise 
of due prudence and discretion in connec- 
tion with estate accounting proceedings 
where assets have suffered from market 
depreciation. In the estate of Edward S. 
Pratt it was claimed that the adminis- 
trator retained certain securities an undue 
length of time, thus permitting them to 
depreciate in value. The securities re- 
tained consisted in great part of those 
usually regarded as seasoned and high 
grade investments, and included U. S. 
Steel preferred, and American Telephone 
and Telegraph. Seventeen months elapsed 
between the time of issuance of letters 
and the verification of the account. 
Twenty-two months elapsed to the time 
of the filing of the account. The values 
of the securities were not substantially 
diminished during the latter period. 

During several months of the adminis- 
tration the exact location and residence 
of the next of kin of the deceased legatees 
were unknown to the accounting repre- 
sentative; one of such next of kin resided 
in the Argentine, the other in France. The 
large decline and book loss in value took 
place durjng the pendency of the ac- 
counting proceedings. The objectants 
during this period did not at any time 
insist upon the immediate sale of the 
securities. 

The heirs of the estate objected to the 
account, claiming that the administrator 
retained certain securities too long. Sur- 
rogate Foley of New York County re- 
fused to surcharge the accounting repre- 
sentative with the shrinkage in value, or 
for negligence in withholding them from 
sale and said: 

“The general rules as to the liability for 
surcharge by a representative retaining 
securities have been comprehensively 
stated in the recent decision of the Court 
of Appeals in Matter of Clark (257 N. Y. 
132). That case involved the liability of 
a trustee. A surcharge was denied. Other 
decisions have dealt more specifically 
with the obligations of an executor or 
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administrator in the sale of estate securi- 
ties formerly owned by the decedent. In 
all of these cases the proofs were held not 
to justify a surcharge of the representa- 
tive for the decline in the value of the 
assets held by them. Matter of Weston, 
involved the holding of securities during 
the panic of 1873. Matter of Varet, applied 
to the crisis which arose at the commence- 
ment of the World War in 1914 and the 
effect of the closing of the New York 
Stock Exchange immediately after the 
outbreak of the War. 

aia Under all these circumstances, 
therefore, the claim for a _ surcharge 
against the representative should be over- 
ruled. There is no evidence of bad faith 
or fraud or dishonesty on the part of the 
administrator or proof of personal ad- 
vantage accruing to him. There was an 
error of judgment in not making the sale 
of stocks earlier in the course of adminis- 
tration. That mistake, however, in the 
absence of negligence, cannot be made the 
basis for an award of pecuniary damage 
against the accounting party. In Matter 


of Clark (257 N. Y. 132) Judge Kellogg 


stated in his opinion: ‘In determining 
whether the acts of a trustee have been 
prudent, within the meaning of the rule, 
we must look at the facts as they exist 
at the time of their occurrence, not aided 
or enlightened by those which subse- 
quently take place; for it is an obvious 
truth that a wisdom developed after an 
event and having it and its consequences 
as a source, is a standard no man should 
be judged by;’ and it is impossible to say 
that trustees are wanting in sound dis- 
cretion ‘simply because their judgment 
turned out wrong.’ ”’ 
ooo 


MORATORIUM ON RAILROAD 
BONDS 


HE New York joint legislative com- 
mittee is giving consideration to 
extension of the moratorium granted 
at the last session of the Legislature on 
railroad bonds as legal investments for 
trust and savings funds, which abrogates 
requirements as to earnings against fixed 
charges for the year 1931. It is proposed 
to extend this moratorium at the next 
session of the Legislature to apply also 
to the current year. 
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INCORPORATION IN WILLS AND 
TRUSTS BY ‘“‘REFERENCE”’ 


RECENT decision by the New 
York Court of Appeals in interpret- 

ing provisions of the Rausch Will, 
appears to open the way for incorporation 
by reference in wills and living trusts of 
documents not executed with the same 
formalities as the will or the deed as here- 
tofore required in New York by a long 
line of decisions holding to an extremely 
technical rule. Under this new ruling it 
seems safe to say that two propositions 
are now settled in New York, namely, that 
a will may refer to a previously executed 
trust deed by mentioning the name of the 
trustee and identifying the deed, and 
secondly, that a living trust deed may 
refer to a previous will and add the inter- 
est passing under the will and given by 
the will to the same trustee. It appears 
further to be established that when the 
previous will is probated and the property 
delivered by the executors thereof, the 
trustee may proceed to add it to the living 
trust property and administer it as an 
addition to the same. This new rule is 
laid down in one of the last decisions 
handed down by Chief Justice Cardozo 
before he resigned from the New York 
Court of Appeals to become a member of 
the United States Supreme Court bench. 


Rausch, by the terms of his will gave a 
fifth of the residue to the New York Trust 
Company of New York City to be held in 
trust for the benefit of his daughter under 
the terms and conditions embodied in a 
previous living trust agreement made 
between testator and said trust company 
five and one-half years previously, the 
principal to be disposed of as contained 
in said agreement, ‘‘and which agreement 
is hereby made a part of this my last will 
as if fully set forth herein.”” The bene- 
ficiary of the living trust had been adjudi- 
cated insane. It will be noted that the 
document incorporated by the reference 
and made a part of the will as if fully set 
forth in it, was not executed with the 
same formality as the will and was not 
even of testamentary character. 

The living trust had itself incorporated 
by reference another will previously made 
setting apart for the use of the same 
daughter a sixth of the residue created 
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by the said will, which residue the trust 
agreement added to the trust property 
and directed the trustee to receive and 
administer as part of and as directed in 
the trust deed. So that there was an in- 
corporation by reference in the trust deed 
of a document not executed with the same 
formalities as the trust deed, and not 
having the character of a disposition 
inter vivos. The question was thus pre- 
sented to the Court of Appeals in both 
its aspects. 

Judge Cardozo held that the New York 
rule against incorporation by reference 
of documents not executed with the same 
formalities as the incorporating instru- 
ment ‘‘will not be carried to ‘a dryly 
logical extreme;’”’ that it is one thing to 
hold that a will ‘‘may not incorporate by 
reference an unattested memorandum 
of his mere desires and expectations, his 
unexecuted plans;” and another thing to 


hold that he ‘‘may not effectually enlarge 
the subject-matter of an existing trust by 
identifying the trust deed and the nature 
and extent of the increment;” that ‘‘a gift 
to a trust company as trustee by a par- 


ticular deed identifies the trust in describ- 
ing the trustee like a gift to a corporation 
for the uses stated in its charter.” 

Judge Cardozo said: ‘“‘The mind rebels 

against the formalism that would in- 
validate a bequest for no better reason 
than the omission to state the purpose of 
the trust again,” and he referred to states 
holding a more liberal rule, such as Massa- 
chusetts and New Jersey. ““To insist upon 
a will so self-contained and self-sufficient 
as to make resort to things extrinsic need- 
less in every possible contingency is to 
lose sight of the significance of language, 
its functions and capacities” 
“Much will depend upon the extent to 
which the door is likely to be opened to 
chicanery or mistake if there is relaxation 
of the requirement of a self-sufficient 
integration.” 

The Court of Appeals reversed the 
Appellate Division, which had held that 
the trust deed was not sufficiently incor- 
porated by reference (234 N. Y. App. 
Div. 626, 252 N. Y. Supp. 129); and sus- 
tained the decision of the Surrogate of 
Kings County, who had held to the same 
effect as Judge Cardozo. 
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EXAMPLE OF FINE BANKING 
LEADERSHIP 


HERE is frequent lament that this 
trying period of deflation has not 

developed the robust and outstand- 
ing type of individual leadership among 
bankers and financiers, such as was revealed 
in crises during the past and previous 
generations. There may be some truth in 
this indictment, insofar as it applies to 
leadership of a nationwide character and 
which is capable of mobilizing the poten- 
tial banking resources and genius of the 
entire country for effective attack against 
the insidious forces of depression. The 
fact remains, however, that this ordeal 
involves world-wide convulsions in which 
politics and economic reactions are of 
such magnitude and so inextricably bound 
together, that individual achievements 
are obscured and receive scant recog- 
nition. 

There are today bankers and financiers 
in this country who in stature, in fine re- 
solve, judgment and moral courage yield 
not one whit to any illustrious American 


banker or financier of previous genera- 
tions. When speculative madness was at 
its height they had the courage and 
stamina to withstand the tide, and the 
impregnable character of their institu- 
tions and organizations during this siege 
of depression renders testimony to their 


qualities. In tendering succor to dis- 
tressed fellow-bankers, to business and 
industrial interests and keeping the ma- 
chinery of business and banking function- 
ing, even though at moderated speed, 
there is hardly a community, large or 
small, which has not given witness to 
splendid type of leadership among 
bankers. 

Countless examples of such heroic and 
masterly qualities may be cited among 
American bankers of this day. Here and 
there some of the more conspicuous 
examples may be taken from modest 
framework and deservedly held to light. 
One of these is the splendid contribution 
made by Harvey D. Gibson as president 
of Manufacturers Trust Company of 
New York. Only a few of the high lights 
of his recent achievements may be told 
and in a manner that signifies only hard, 
indomitable work sustained by a high 
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sense of duty and public service, rather 
than gestures that appeal to the public 
eye or imagination. 

Recently the New York dailies carried 
a brief comment on the successful prog- 
ress made by Manufacturers Trust 
Company in the liquidation of ten banks 
in New York City, five of which had been 
closed and five of which were taken over 
to prevent that alternative and loss that 
would have resulted from insolvency. 
By common consent, last year, the lead- 
ing clearing house bankers of New York 
chose Mr. Gibson to lead the fight against 
the critical situation and distrust which 
followed the failure of the Bank of the 
United States and which affected Manu- 
facturers Trust Company and other insti- 
tutions. With the backing of these 
clearing house institutions and with Mr. 
Gibson and his associates taking the reins 
at the Manufacturers Trust Company, 
the campaign was fought to a successful 
finish. 

Mr. Gibson not only gave a truly mag- 
nificent demonstration of leadership in 
restoring the trust company to a strong 
position, but with the help of other lead- 
ing bankers, made it possible to assume 
the assets and liabilities of tottering insti- 
tutions and take over for liquidation five 
other closed banks, making available im- 
mediately to depositors of the latter 50 per 
cent of their total deposits. The goodwill 
and restoration of confidence wrought by 
this accomplishment has had its influence 
on the entire New York banking and busi- 
ness community. This has been height- 
ened by the recent announcement of the 
release of $34,000,000 through liquidation 
to the communities formerly served by 
the closed banks. In the case of five of 
the ten institutions taken over by Mr. 
Gibson, through the Manufacturers Trust 
Company, depositors have been paid in 
full and liquidation of the other five banks. 
is proceeding as rapidly as possible. And that 
tells only a small part of the valiant and 
fine public service performed by Mr. Gib- 
son, his associates and the big bankers 
who have stood behind Mr. Gibson. It 
is such example that justifies faith in 
the high integrity of American bankers 
and the future of American banking. 
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A NEGLECTED SOURCE OF NEW 
TRUST BUSINESS 


N discussing what trust companies 
can do in behalf of families and 
dependents of deceased and for in- 
competents, E. I. Vaughan, assistant 
vice-president of the Bank of America 
of California, directs attention to a 


source of profitable trust business which 
is very often overlooked, even by the 
development 


most keen-scented trust 
man. He says: 

“Many of us are inclined to overlook 
much desirable and profitable business 
which might be derived through appoint- 
ments as administrator of estates of intes- 
tate decedents or administrator with the 
will annexed of the estates of decedents 
who have left wills naming individual 
executors. We may have been unsuccess- 
ful in presenting our case to the decedent 
during his lifetime, perhaps because our 
appeal has been ‘make your will” rather 
than to “make a modern will, naming us 
as executor,” or because he has felt that 
to name a corporate executor would be 
evidence of his lack of confidence in some 
member of his family, or perhaps our 
services have never been called to his 
attention. In either case, we should have 
no hesitancy in attempting to sell those 
who are left behind upon the desirability 
of the use of our services in handling the 
administration of the estate. In most 
states, where no will has been left, the 
individuals, who would be entitled to let- 
ters of administration upon the estate, 
may nominate a trust company to act as 
administrator in their stead. 


“Where wills have named individual 
executors, the individual named may de- 
cline to quality as such and, in that case, 
the individuals who would be entitled to 
letters of administration with the will 
annexed may nominate the trust company 
to act in that capacity in their stead. 
Probate courts are usually glad to approve 
such nominations and to appoint the trust 
company to act as administrator or ad- 
ministrator with the will annexed, as the 
case may be. The duties to be performed 
by an administrator are identical with 
those to be performed by the executor, 
except that the net estate remaining for 
distribution is distributable to the heirs 
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at law of the decedent in accordance with 
the laws of descent and succession of the 
state of his residence instead of in ac- 
cordance with the directions contained 
in the will.” 

oo 


SUPREME COURT SETTLES VEXED 
QUESTION 


OR many years doubt has attended 
the validity of bills signed by the 
President of the United States 
within ten days after final adjournment 
of Congress. In order to avoid con- 
troversy it has been the practice for the 
President to be present at the Capitol in 
a special room during the closing hours of 
Congress for the purpose of signing bills 
before adjournment. The question was 
raised under various administrations and 
it is now finally settled by a recent deci-. 
sion of the Supreme Court of the United 
States in favor of the power of the Presi- 
dent under the article of the Constitution 
relating to the Presidential signature. 
The question was presented to the 
Supreme Court as the outgrowth of an 
suit in the Court of Claims brought by 
Thomas C. Edwards on a private bill 
allowing his claim and approved by 
President Hoover within ten days after 
the final adjournment of Congress, 1931. 
The President had acted on the opinion 
of the Attorney General rendered to 
President Cleveland, but in view of the 
Report of the Judiciary Committee of 
the House in the administration of Presi- 
dent Lincoln, above mentioned, the Court 
of Claims certified the question to the 
United States Supreme Court, and upon 
the argument the court granted leave to 
the present Chairman of the House Judi- 
ciary Committee to appear as amicus 
curiae, and the Chairman stated to the 
Court that the Committee is now of 
opinion that the President has the power, 
and the Chairman argued in support of 
President Hoover’s action. The Court 
held that there is nothing in the words of 
the Constitution which prohibits the 
President from approving bills within the 
time limited for his action, because the 
Congress has adjourned, and that the 
spirit and purpose of the clauses in ques- 
tion forbid the implication of such 
restriction. 
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UNFAIR ATTACK UPON TRUST 
COMPANIES AS RECEIVERS 


EDERAL judiciary practice in ap- 
pointing trust companies as re- 
ceiver in equity and bankruptcy 
cases was subjected to attack at a recent 
meeting of the Federal Bar Association 
of New York, New Jersey and Connecti- 
cut. The criticism was directed primarily 
against the combined action of the judges 
of the U. S. District Court for the 
Southern District of New York in ap- 
pointing the Irving Trust Company as 
sole and official receiver in all bank- 
ruptcy and equity proceedings originating 
in that court and following the exposure 
of bankruptcy scandals in 1929. The 
charge was made that such judicial action 
deprived attorneys of proper emoluments 
and that it was a reflection upon the mem- 
bers of the bar as a whole. In the course 
of his address the former New York City 
Chamberlain, Charles H. Hyde, alluded 
to trust companies as “corporations with- 
out souls” and urged the members of the 
Federal Bar Association to secure an 
amendment to the Judicial Code making 
it unlawful for any United States court 
or judge to “appoint a corporation to 
any position where human responsibility 
and personal integrity are essential for 
the protection of any person or estate 
under the protection of such court.” 
The unfairness of charges against trust 
companies acting as_ receivers under 
judicial appointments, such as aired at the 
recent Federal Bar Association meeting 
in New York, may be readily proven from 
actual records and comparisons. The ap- 
pointment of the Irving Trust Company 
as Official and sole receiver in bankruptcy 
and equity proceedings for the southern 
New York district has not only eliminated 
questionable administration under the old 
system of appointment but has shown 
much greater economy and efficiency in 
administering assets. The records dis- 
close that in spite of adverse financial 
conditions the Irving Trust Company has 
brought to a conclusion 899 receivership 
and equity cases since its official appoint- 
ment in January, 1929, at an average cost 
of only 29.22 per cent of assets realized. 
From 1928 to 1931 individual receivers 
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handled several thousand cases at an aver- 
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age cost of 42.55 per cent of total assets 
realized. 

The experience here in New York is 
similar to that demonstrated in other 
states and jurisdictions where it has be- 
come a growing practice for the Federal 
judiciary to appoint trust companies. The 
reasons are obvious. In the first place 
bankruptcy and equity receiverships call 
for centralized equipment and machinery 
of administration which are scarcely 
within the reach of individual receivers. 
Trust companies are better qualified to 
pass upon property and asset values, espe- 
cially in these days. To bring indictment 
against trust companies as ‘‘corporations 
without souls” and incapable of human 
equations, is a charge which has long 
since fallen flat. 
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RETIRING SURPLUS CAPITAL AND 
SECURITIES 

N interesting suggestion was ad- 
vanced at the recent New York 
State Bankers convention by J. 
Stewart Baker, vice-chairman of the 
Bank of Manhattan Trust Company, as 
a means of helping to relieve the conges- 
tion of securities and loans based on col- 
lateral. He said: 

“My suggestion is that those corpora- 
tions which have too much working capi- 
tal for the business which they can 
reasonably expect in the near future, pur- 
chase their own securities and retire 
them. It seems to me that this would ac- 
complish three things. First, it would 
reduce the amount of securities outstand- 
ing, which in turn would decrease col- 
lateral loans and tend to check the fall 
in security prices. Second, it would cause 
corporations to borrow from the banks 
to take care of their seasonal require- 
ments, thus increasing the supply of 
eligible commercial paper, and third, it 
would benefit the remaining bondholders 
and stockholders, for the _ securities, 
whether they be bonds, debentures, or 
stock, could be bought considerably below 
par or book value. Of course, this opera- 
tion should be carried out only after care- 
ful consideration of all the factors in the 
particular situation and should not be 
allowed to endanger the borrowing ca- 
pacity of the company.” 
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RESTORING PRICE LEVEL AND 
INCOME 


NNUMERABLE panaceas are ad- 
I vanced—wise and mostly other- 
wise—to rescue the nation from the 
slough of depression, to combat bank- 
ruptcies, defaults and foreclosures. An 
interesting contribution to current dis- 
cussion as to restoring price level and the 
normal relation between income and debt 
burden, is offered by Chairman A. W. 
Robertson of the Westinghouse Electric 
& Manufacturing Company. As the 
major problem he sketches the huge bur- 
den of debt and taxation. In 1929, he 
says, national income was estimated at 
94 billions, cost of government was 14 bil- 
lions and interest charges about 6 billions, 
making total levy of 20 per cent on na- 
tional income. Now, in 1932, we find to 
our amazement that, although our in- 
come has shrunk to approximately 45 bil- 
lions a year the costs of government and 
fixed interest charges have remained as 
high as they were or higher, namely, 
20 billions annually. This calls for 45 per 
cent of present income which is not avail- 
able and resulting in delinquencies, de- 
faults, foreclosures, receiverships, etc. 
Mr. Robertson asserts that there is a 
happier road out of the dilemma than 
that of “laying blithely down on the job.” 
His prescription is “to bring our income 
back to the 90 billion dollar level where it 
was when we started to deflate everything 
and everyone except government expenses 
and debts....” ‘“‘These two items now 
take approximately 45 per cent of all we 
make,” he continues. “Double our in- 
come and these items will take less than 
one-fourth of our income—which will 
still be too much of it. This would avoid 
foreclosures and receiverships and would 
make possible the orderly discharge of our 
obligations. Our incomes can be increased 
by increasing the price level, which can 
be done by increasing the amount of 
monetary exchange or credit available for 
business. The supply of monetary ex- 
change or credit has dropped to two- 
thirds of what it was in 1929. It can be 
brought back to what it was and without 
danger. 
“In addition to what can be done 
through the operations of the Federal 


Reserve System—especially through the 
new, open-market policy of the Federal 
Reserve Board, under which the System 
is buying government securities at the 
rate of about $100,000,000 a week, there- 
by forcing money on the banks and driv- 
ing the yield on government securities 
down to such unattractive levels that 
banks will eventually be forced to seek 
other investment channels or opportuni- 
ties for commercial lending; in addition 
to this, I say, the supply of credit can be 
increased by the use of trade acceptances 
in ordinary productive, commercial trans- 
actions; 7. e., to pay our current bills for 
goods purchased for re-sale or materials 
bought for manufacture by accepting 
90-day drafts, which can be discounted 
at commercial banks and re-discounted, 
where necessary, at a Federal Reserve 
bank, thus affording commercial paper 
collateral for Federal Reserve note issue. 
It has been done before and is always 
done in good times and if done now 
would help materially to improve condi- 
tions and stimulate business generally.” 
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REPUBLICAN PLATFORM ON 
BANKING 


HE platform adopted at the Repub- 
lican national convention was rath- 
er non-commital as to banking and 
currency problems. The issue of branch 
banking was not alluded to. In genral, 
the platform commits the party to a re- 
vision of banking law so as to provide bet- 
ter protection for depositors with more 
stringent supervision. The only specific 
pledge is that regarding bank affiliates, 
which reads: 
“We advocate such a revision. 


One of 
the serious problems affecting our banking 
system has arisen from the practice of or- 
ganizing separate corporations from, under 
and controlled by the same interests as 


banks, but participating in operations 
which the banks themselves are not per- 
mitted legally to undertake. We favor re- 
quiring reports of and subjecting to thorough 
and periodic examination all such affiliates 
of member banks until adequate informa- 
tion has been acquired on the basis of which 
this problem may definitely be solved in a 
permanent manner.” 
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GENERAL DAWES RETURNS TO 
THE TRUST FIELD 


HROUGHOUT his labors as one of 
the nation’s foremost public ser- 
vants, during the war in France, 
in post-war economic solutions, as Vice- 
president of the United States, as Am- 
bassador to the Court of St. James and 
more recently as President of the Recon- 
struction Finance Corporation, General 
Charles G. Dawes has cherished his desire 
to return to private duties which he loves 
best, namely to maintain his active asso- 
ciation with the Central Republic Bank 
and Trust Company of Chicago, of which 
he was founder and has retained the title 
of honorary chairman of the board. 


As president of the Reconstruction 
Finance Corporation, General Dawes has 
rendered a service in helping to stem the 
tide of depression the full value of which 
cannot be appraised at this time. In re- 
suming his duties in Chicago as chairman 
of the Central Republic Bank and Trust 
Company, he made some trite observa- 
tions on general business conditions and 


GENERAL CHARLES G. DAWES 
Boarding train for Chicago, after eight years of public serv- 
ice to resume chairmanship of Central Republic Bank and 
Trust Company 
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the way to recovery. He said in part: 

“Tt is the smaller business enterprises 
with low overhead expense which seem 
to be showing improvement,” he said, 
“but in time the larger ones must neces- 
sarily follow. The recovery in the depres- 
sion will start from the bottom up, not 
from the top down. That is what past 
experiences show. 

“For the real evidences of reaction we 
must look to the mass attitudes of our 
people and not to the shifting opinions of 
certain sections of it. For instance, I 
would attribute much more importance 
to the increase of electric-power consump- 
tion in the country during the last two 
weeks than to stock or bond quotations. 
It is the average man and the average 
man’s business which is the main factor 
in the situation. His business in the 
aggregate is enormous.” 
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STATUS OF UNINVESTED TRUST 
FUNDS IN OHIO DECIDED 


HE Supreme Court of Ohio rendered 
a decision on June 8th to the effect 

that under the laws of that state 
trust funds deposited in the commercial 
or savings department of a bank vested 
with trust powers and which had failed, 
are not impressed with the character of 
preferred credits and are entitled to be 
considered only as general claims against 
the bank. The decision is of exceptional 
interest because most state laws provide 
safeguards in connection with deposit of 
uninvested or undistributed trust funds 
by a bank or trust company in the com- 
mercial or other departments, requiring 
deposit of securities and giving such fidu- 
ciary deposits the status of preferred 
credits in case of failure and liquidation 
of a bank. It is this protection which has 
in a number of instances prevented loss of 
trust or estate funds in connection with 
failed banks or trust companies conduct- 
ing and involving trust assets. The Ohio 
decision is also a departure from a long 
line of precedents establishing the charac- 
ter of trust deposits as preferred claims. 
The ruling suggests the advisability of 
amending Ohio laws definitely establish- 
ing trust deposits in other departments 
as preferred claims. 





i [OU RERERORERRERECEEECEREEEESLERESEEAEALE 


[UUUUURUCURUURRREUASECOSECECSSCSESSESEAAEEAEE ASSURE SEREREOREURERECOOCOR: 


CONSTRUCTIVE PROGRAM OF MANAGEMENT AND 
LEGISLATION FOR AMERICAN BANKING 


CONTRASTING ELEMENTS OF STRENGTH AND WEAKNESS 


R. S. HECHT 


President, Hibernia Bank and Trust Com fany of New Orleans and Chairman Economic Policy Commission, 
American Bankers Association 


(Epiror’s Nore: 


keen-sighted among American banking leaders and spokesmen. 


Mr. Hecht is recognized as one of the most fearless, outspoken and 


His sense of practical logic 


and especially his fairness, expressed at national conventions, have won for him an excep- 
tional respect from his fellow bankers as well as the thinking public. As chairman of the 
Economic Policy Commission of the American Bankers Association he has had rare oppor- 
tunity to gather facts and various shades of judgment. In his recent paper before the Chamber 
of Commerce of the United States, from which salient portions are presented herewith, 
he provides a chart for American banking which is cognizant of weaknesses or hazards and 
which may well be accepted as a safe guide for the future.) 


HE problems the bankers are facing 

are such that they cannot safely be 

considered from a narrow banking view 
alone. The past two years show how greatly 
they affect public welfare and convenience. 
The public, therefore, has the right to sit in 
with the bankers in the consideration of 
these problems, and the bankers, in turn, 
have the right to demand that the public 
give serious thought to them and help solve 
them on the broad basis of common welfare. 
The bankers themselves are determined to 
bring about the changes in banking which 
the public welfare calls for, by normal pro- 
cesses and adjustments, and there is no need 
for many of the destructive and revolution- 
ary proposals that have formed a part of 
recent proposed legislation. However, bank- 
ers do not resent or oppose legislation affect- 
ing banking. All they ask is that it be truly 
constructive and helpful to banking as well 
as to the public, and not detrimental to 
either. 


Corrective Processes in Banking 

It has been well said that we have in the 
United States too many banks and too few 
bankers. A corrective process has been going 
on for the past ten years, as is best illus- 
trated by the following facts: In 1921 there 
were 30,800 banks with deposits of $38,700,- 
000,000 and capital funds of $6,400,000,000. 
The average bank, therefore, had deposits of 
$1,300,000 and capital funds of $207,000. 
Taking the nation as a whole, there were 


only 3,400 persons for each bank in opera- 
tion. Today there are 20,200 banks with de- 
posits of $49,700,000,000 and capital funds of 
$8,500,000,000, giving for the average bank 
deposits of $2,500,000 and capital funds of 
$420,000. There are about 6,100 persons per 
bank. 

Through this natural process of the sur- 
vival of the fittest, coupled with the laudable 
restraint exercised by national and state 
chartering officials in authorizing new banks, 
the over-banked situation of the United 
States as a whole has, to some extent, been 
corrected. We now have only two-thirds as 
many banks as we had at the peak, but there 
are still many places where there are too 
many banks and where further concentration 
is both desirable and inevitable. 

It should be emphasized that one of the 
principal weaknesses of our present system 
is the fact that in some jurisdictions banks 
may be established with a capital of only 
$10,000. We believe, and sound banking opin- 
ion supports this view, that no bank should 
be started anywhere with a capital of less 
than $50,000, even though this will preclude 
the starting of banks in many rural commu- 
nities too small to support a bank with that 
much capital. However, in these days of 
good roads and modern transportation, a 
concentration of banking power around a 
county unit is certainly preferable to starting 
an institution which is inadequately capital- 
ized and unable to operate at a profit. 

It is axiomatic that, unless a bank is prof- 
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itable, it is not safe for itself and it is not 
safe for the community. A bank that is 
making satisfactory earnings can absorb the 
inevitable losses that occur in normal busi- 
ness. A bank with inadequate earnings can- 
not meet these normal contingencies. Chang- 
ing economic conditions are making it con- 
stantly more difficult for even well managed 
banks to make adequate earnings. Of course, 
in the long run, the inexorable law of the 
survival of the fittest cures this weakness. 
Of the 6,987 banks that failed between 1921 
and 1980, 4,276, or 61 per cent, had a eapi- 
tal of $25,000 or less, and 6,032, or over 86 
per cent, were in towns of under 5,000 popu- 
lation. Another weakness in our present sys- 
tem is that too many persons not qualified 
by experience or temperament to run a bank 
have been empowered to do so. This trouble, 
too, has been measurably corrected as a re- 
sult of the drastic purging resulting from 
bank failures. 


All Classes of Banks Affected 

But neither the weaknesses in our banking 
structure nor lack of competent management 
ean well be blamed entirely for the tragic 
record of bank failures of recent years. The 
economic collapse which began in 1929 sub- 
jected all banks to stresses and strains such 
as they never before were called upon to 
stand up under. No one class of banking or- 
ganization was immune from the plague of 
failures. While it is true that the very small 
and unprofitable units played the prepon- 
derant part in this tragedy, they were by no 
means the only sufferers. If small unit banks 
in the country failed, so did large indepen- 
dent banks and branch banking organizations 
in the city fail. And if unit and branch banks 
failed, so did members of chains and group 
banking organizations, and, likewise, so did 
entire chains and groups go under. Nor did 
membership in the Federal Reserve System 
or a national charter save a large number 
of banks from becoming engulfed in this 
financial storm. In short, our recent experi- 
ence would indicate that the suggestions now 
put forth that all banking should be classi- 
fied into one particular type of organization, 
would neither prove a panacea for our finan- 
cial ills, nor prevent bank failures in times 
of such economic stress as presently exist. 

On the other hand, it has been clearly dem- 
onstrated that experience and good manage- 
ment has been able to cope with this diffi- 
cult situation in all kinds and sizes of banks. 
In fact, it has been well said that it is not 
so much a matter worthy of comment that so 
many banks closed, but the wonder is that 
so many banks have been able to weather the 


TRUST COMPANIES 








storm. Over 20,000 banks, state and na- 
tional, unit and branch, group and chain, 
member and non-member banks, have re- 


mained open and have continued to serve, 
support, and strengthen their communities 
and their customers with unflagging and un- 
conquered devotion. 


Effective Relief Measures 

In October, 1931, there was a_ veritable 
bank panic: 522 institutions with deposits of 
$470,000,000 were closed. This was the crises 
that forced national action. The organization 
of the National Credit Corporation resulted. 
Tt brought a respite and perceptible relaxa- 
tion of public fear. In November closings 
dropped to 175 with deposits of $68,000,000. 
3ut this relief was only short-lived. In De- 
cember suspensions rose to 358, with deposits 
of $277,000,000. Although not generally known 
to the public, a real national financial disas- 
ter threatened and might have occurred had 
it not been for the timely action of the Na- 
tional Credit Corporation in a number of 
situations. 

It then became clearly manifest that these 
measures alone would not suffice. In Janu- 
ary this year suspensions of banks remained 
at a critical level, 342 being closed, with de- 
posits of $225,000,000. Then came in rapid 
succession the passage of the Reconstruction 
Finance Corporation and the Glass-Steagall 
Bill—-measures that were carried out in a 
fine spirit of non-partisan cooperation by the 
party leaders at Washington. 

Assistance granted by the Reconstruction 
Finance Corporation to banks and other fi- 
nancial institutions, railroads, and agricul- 
ture, materially relieved the strain. The 
value of the corporation is focussed sharply 
in the bank failure figures since then. In 
February the number dropped to 122 with 
deposit liabilities of but $60,000,000. In 
March there were only 45 closings, the small- 
est number in any month since October, 1929. 
with deposits of $15,936,000, the smallest fig- 


ure for any month since December, 1929. 
The ratio of re-openings to closings is im- 


proving markedly. Apparently this favor- 
able trend is continuing, and I confidently 
hope this change for the better will hold. 
These altered figures speak eloquently of 
the lifting of the pressure of public fear and 


distrust against the banks. Nevertheless, 
this does not mean that these government 


measures have of themselves actually cor- 
rected the fundamental faults in our banking 
and business structure, nor were they in- 
tended to do so. These measures were de- 
vised solely for ‘the temporary purpose of 
bracing a_ perilously weakened condition, 
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largely caused by public hysteria, in order 
to give banking and business a chance to 
regather strength, so as ultimately to be 
able to undertake a reconstruction of their 
normal processes with their own resources. 


Preserving Proper Functions of Banking 

In the meantime, as is natural in critical 
times, we hear all sorts of extreme proposals 
for a so-called “thorough-going reconstruc- 
tion” of our whole banking system, to be ac- 
complished primarily by drastic legislation. 
Let it be emphasized once again at this point 
that bankers do not object to new,and con- 
structive legislation, nor to every reasonable 
control and supervision of their business. 
But they do protest against the attempts to 
forcibly take out of their hands perfectly 
proper functions of their business merely be- 
cause in the past some few abuses have crept 
in which can very easily be prevented and 
eontrolled in the future by simply broaden- 
ing the powers of bank supervisory authori- 
ties. Thus we are confronted today with the 
very definite proposal that the present sys- 
tem of departmentalized banking, which is 
the result of a generation of evolution, must 
be done away with and some of these bank- 
ing functions must not be exercised at all in 
the future. 

Modern city banks are equipped to supply 
their customers with commercial, savings, 
investment, and trust banking cooperation. 
This diversified set-up is the result of a broad 
demand and need by the banking public for 
a coordinated four-way financial service and 
is, therefore, based on public convenience 
and usefulness, not merely on the commercial 
self-interest of the banks. Certain abuses 
have undoubtedly arisen, as they inevitably 
do in all phases of human progress. But the 
system of departmentalized banking is sound 
in principle and is based on a true public 
need. Nor is there anything inherent in a 
union of commercial, savings, investment, and 
trust banking in a single organization, that 
ean rightfully be charged with contributing 
to the banking weaknesses or to the present 
economic breakdown. Successful union of 
these types of banking in a single organiza- 
tion, the expediency from the point of view 
of practical banking and the proper utiliza- 
tion of these facilities in rendering sound 
financial services to the public, all come under 
the head of capable, honest management, just 
as does single-function banking. 


However, since banking, no matter what 
its type, is a semi-public function and should 
be covered in all its essential operations by 
properly defined governmental supervision, 


there can be no argument against the sug- 
gestion that the banking laws should be 
broadened to control any phases of the prac- 
tical operations of departmentalized bank- 
ing which are not now subject to adequate 
supervision. Particularly does this apply 
to the investment affiliates of banks. These 
in practical fact are operating departments 
of the parent institutions, their operations 
and condition indisputably react upon them 
and they should, therefore, be fully brought 
under the purview of the bank supervisory 
authorities as was definitely recommended 
by a resolution adopted unanimously by the 
Executive Council of the American Bankers 
Association over 2 years ago—long before 
any class bill was up before Congress. 

Facts and figures indicate the broad and 
deep economic basis, founded on wide public 
demand and service, characterizing the pres- 
ent departmentalization of banking, and they 
measure the far-reaching and _ substantial 
financial interests involved. It is a situation’ 
that involves billions of dollars of invested 
capital, incalculable elements of established 
business inter-relationships, and demonstrated 
merits in coordination of financial services 
to the public. Such adjustments as are de- 
sirable in this structure should come in a 
limited degree through legislative regula- 
tions, and in a major degree through the 
prudent application of first-hand experience 
and responsibility on the part of practical 
bankers themselves. 


The Case of Branch Banking 


Another proposal for the cure of our eco- 
nomie ills and our banking weaknesses 
which is presently causing much discus- 
sion, is the famous branch banking sec- 
tion 19 of the third edition of Senator 
Glass’s “Banking <Act of 1932.” ‘That 
branch banking is in itself no panacea for 
our financial ills has time and again been 
demonstrated, both here and abroad. I am 
not blind to the fact that a gradual evolu- 
tionary process is going on which draws us 
away from the extreme individualism of our 
small, and in many cases unprofitable, out- 
lying unit bank, toward a certain degree of 
centralization. Nor have I ever shared the 
extreme views of many of the members of 
the American Bankers Association who are 
opposed to branch banking in any form. On 
the contrary, I have on many occasions 
pointed out that the developments of recent 
years indicate that the best interests of the 
public and the bankers demand some modifi- 
cation of our banking structure, and the de- 
velopment of a limited type of branch bank- 
ing which will enable strong banks in a ter- 
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ritory to aid the weaker ones and thus pre- 
vent as many failures as possible. 

I believe that further integration is inevi- 
table and that it may not be long before most 
of the states will extend branch banking 
privileges to their state chartered institutions 
anywhere within the state. I further believe 
that national banks should at once be given 
just as broad branch banking powers as the 
state banks in each instance. But I certainly 
do not believe they should now be given 
greater powers in any state than have the 
state chartered institutions in their terri- 
tory. In this respect I stand with the Cleve- 
land Resolution of the American Bankers As- 
sociation which says: 

“The Association supports in every respect 
the autonomy of the laws of separate states 
in respect to banking. No class of banks in 
the several states should enjoy greater rights 
in respect to the establishment of branches 
than banks chartered under the state laws.” 

The decision as to whether a state should 
have branch banking should be left to the 
states themselves, and should not be imposed 
upon them by federal legislation. Inter-state 
branch banking should be opposed. 


Comparison With Canada 

It is a rather popular thing just now to 
draw comparisons between Canadian and 
American banking—making it appear that 
the former has all the virtues, the latter all 
the vices. I should like to take time to de- 
stroy the fallacy in this comparison. It is 
true that there have been no recent bank 
failures in Canada while thousands have 
closed their doors in the United States. But 
there is far more for banking to do than 
merely to keep its doors open. 

The bald bank failure figures do not take 
into consideration the basic differences be- 
tween the two countries and, therefore, are 
by no means conclusive as to the relative 
merits of the two systems. What the figures 
really reflect is the extraordinary contrast 
of American economic life and progress as 
a whole against the picture of Canada’s de- 
velopment as a whole. Without reflecting in 
any sense on Canada, frankly I far prefer the 
American picture—with all of its troubles 
and dangers, but also with its unparalleled 
progress and achievement, for which Canada 
presents no counterpart. 

Consider just how far the Canadian sys- 
tem carries centralization. Canada’s ten 
chartered banks, which comprise the entire 
commercial banking field and cover the coun- 
try with more than 4,000 branches, had total 
assets of $3,035,000,000 on August 31, 1931. 
Of this total, $825,000,000, or 27 per cent of 
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the nation’s entire commercial banking as- 
sets, were held by one bank alone with about 
1,000 branches; three held $2,180,000,000, or 
more than 70 per cent of the country’s entire 
banking resources. 


Centralization and Flow of Credit 

We do not want any such centralization 
of banking in this country. It would mean 
that one bank, with thousands of branches 
throughout the nation, would alone control 
$19,000,000,000 of our $70,000,000,000 in bank- 
ing resources. It would mean three banks 
controlling no less than $49,000,000,000. How 
foreign that is to anything this country 
wants is obvious when we consider that 
many of our people grow restive and appre- 
hensive at the fact that two or three of our 
great banks control resources of a billion and 
a half or two billion dollars—less than 3 
per cent of the total for the largest of them, 
as compared with 27 per cent in the case of 
Canada, and about 7 per cent for the three 
largest of them combined, as contrasted with 
the 70 per cent for Canada’s three largest. 

The proposal to bring all commercial bank- 
ing under federal control is plausibly based 
in part on the proposition that commerce 
is largely interstate, that its free flow should 
not be hampered by a multiplicity of local 
banking laws and jurisdictions and that 
therefore commercial banking is fundamen- 
tally a national question. 3ut like many 
plausible statements, it has less practical ap- 
plication to actual facts than it seems to have 
to theoretical conditions. In the first place, 
the free flow of commerce is not actually 
hampered by the multiplicity of state bank- 
ing jurisdictions in any essential way that 
has not been largely or cannot be further 
remedied by growing uniformities in banking 
standards, practices and codes. In the sec- 
ond place, interstate commerce neither re- 
quires nor utilizes credit essentially different 
from that employed by local trade. The es- 
sential act in the creation of credit, even 
when it is connected with goods that move 
on interstate lines, remains local, since basic- 
ally it involves the question of the credit 
risk at stake as between the borrower and 
his banker at one end of the transaction or 
the other. Credit is ultimately repaid at the 
point where it is created. 


Federal vs. Local Control 
If we visualize the economic activities back 
of the loans to customers and the invest- 
ment securities in the portfolios of the banks 
throughout the nation, it will at once become 
vividly apparent how large a part of them 
have to do with local transactions, enter- 
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prises and public improvements, how com- 
plete a fund of knowledge regarding local 
circumstances and requirements is essential 
to the creation of this credit on a secure 
basis and how extensively a sympathetic, 
first hand understanding of the human ele- 
ments involved is demanded to build a sound 
structure. The vast theoretical national 
eredit structure conjured up by the aggre- 
gate figures is sound only as all these basic 
local requirements are sound, and by the 
same token it is from widespread violations 
of sound principles in local credit granting 
that unsatisfactory conditions or weaknesses 
in the general situation are brought about. 
The statistical record of the past decade 
offers no conclusive evidence that to put all 
banking under national control would insure 
satisfactory results or even enable us to make 
very favorable comparisons with other na- 
tions. The record of banks as to failures 
under both the national bank and Federal 
Reserve Systems is far from satisfactory. In 
the eleven years 1921-1931, 1,333 national 
banks failed. This means that a number 
equivalent to 17 per cent of the national 
banks in operation at the outset of the period 
closed their doors during these eleven years. 
The deposits of these closed national banks 
aggregated $968,000,000. During 1930, 161 


national banks closed, with deposits of $173,- 


400,000. In 1931, 409 national banks, with de- 
posits of $439,200,000, closed. As to the Fed- 
eral Reserve System a total of 187 national 
and state members suspended in 1930, with 
deposits of $380,000,000. In 1951, 517 mem- 
bers in ‘the system closed, with deposits of 
730,000,000. 


Proposed Remedies Which Do Not Hold Water 

It is beside the present point that the 
above record is better than that of the non- 
member state banks. The point is that the 
operations of banks under either direct or 
indirect federal auspices was so far from sat- 
isfactory, regardless of what happened else- 
where, as to fail to show that the mere trans- 
fer of our banking from state to central gov- 
ernment jurisdiction, into a single unified 
system, would supply a remedy for our bank- 
ing troubles. From many points of view, 
therefore, it does not seem desirable that 
state banks should be forced into a single 
national bank system. I do not believe that 
our dual system of independently chartered 
banks should be destroyed and I base this 
belief on considerations of fundamental pub- 
lic welfare, both social and financial. 

I have tried to sketch briefly and frankly 
the present day problems of banking and 
the recent history and causes of the bank 
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failure disaster. The causes have lain both 
inside and outside banking, and so do the 
remedies. I have disagreed with some of the 
remedies proposed. I do not believe in the 
forcible unscrambling of departmentalized 
banking. I have disagreed also with a too 
rapid development of branch banking privi- 
leges, and particularly have I objected to 
interference with the autonomy of states by 
giving national banks branch banking privi- 
leges where they are denied to state banks. 
And, finally, I have disagreed most emphati- 
cally with the efforts to destroy our dual 
banking system eminent authority to the con- 
trary notwithstanding. 


Banks Have Right to Be Consulted 

In opposing these particular changes, I am 
not oblivious to the fact that some changes 
must be made. Events of the past few years 
have drawn us irresistibly toward some 
modification of our banking structure. If 
economic developments and the best interests 
of the public demand some changes, bankers 
have no right to oppose them from any selfish 
standpoint, but you cannot blame them for 
insisting on very thoughtful consideration of 
the many problems involved before subscrib- 
ing to new theories or approving legislation 
which might result in the hasty scrapping of 
many practices and traditions which have 
served us well in the past. 

I believe that such measures as the Glass 
Banking Bill now before Congress, drastic as 
it seems in some respects, deserve and have 
received thoughtful and sympathetie con- 
sideration from bankers. This measure was 
first brought out of committee in January, 
but its radical provisions and deflationary 
aspects raised such a storm of disapproval, 
it was withdrawn for revision. It was again 
subject to public hearings in its revised form 
in March, and again bankers from all sec- 
tions expressed well-considered criticism of 
many of its drastic features. ‘Some of the 
bankers’ suggestions were accepted in the 
finally rewritten bill and many of the most 
objectionable features, though by no means 
all, were eliminated. But even in its third 
revised form, the bill contains many seriously 
objectionable features, and, unless further 
amended, would undoubtedly do a great deai 
of harm if enacted into law. 

I might also add that the new Steagall 
Bill intended to guarantee the deposits of all 
member banks has been very thoroughly stud- 
ied and practically unanimously disapproved 
by the banking fraternity because the guar- 
antee of bank deposits is fundamentally un- 
sound and has proven a failure wherever 
tried. 
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A Constructive Banking Program 

In conclusion, may I briefly sum up what 
I believe to be the steps which will best 
serve to eliminate the weaknesses and add to 
the strength of modern American banking: 

1. No bank, state or national, should be 
allowed to begin operations with capital less 
than $50,000. If a community cannot sup- 
port this amount of capital, it would be pref- 
able to accept a branch from the nearest 
large business center rather than to open a 
smaller bank. 

2. Consolidations of banks should be car- 
ried out to reduce banking facilities wherever 
necessary to coordinate them with local eco- 
nomic needs and to eliminate weak banks and 
strengthen the retained institutions. 
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3. Branch banking within the state should 
be extended by the states to allow strong 
local financial center banks to extend facili- 
ties to communities lacking adequate banking 
facilities. 

4. National banks should be given all such 
powers within the states of their domicile as 
are granted to state banks there. 

5. Investment affiliates of all banks, both 
state and national, should report to and be 
supervised by the bank supervisory authori- 
ties. 

6. Corporate group bank organizations 
should ‘be fully subject as an operating en- 
tity, to bank supervisory authorities, but the 
operations of those well conceived and ad- 


(Continued on page 755 ) 


MR. TULKINGHORN, THE OLD FAMILY SOLICITOR, NEARING THE 
END OF HIS JOURNEY 


Charles Dickens, in his famous novels and 
especially in “Bleak House” and “David Cop- 
perfield’ describes incidents and characters 
peculiar to chancery delays and the vogue 
of the family solicitor in England during the 
earlier years of the past century. Many of 


these afford apt contrasts to illustrate the 


advantages of the modern corporate fiduciary 
and which have been used by the Royal 
Trust Company of Montreal, Canada, as texts 
for an illustrated series of leaflets. 

One of the series shows the rusty old fam- 
ily solicitor of the proud ‘Sir Leicester Ded- 
lock in “Bleak House,” wrapped up with the 
skeleton secrets of aristocratic families and 
unconsciously pursuing his way to his sombre 
chambers in Lincoln’s Inn Fields where sud- 
den death awaits him. To quote from the 
Royal Trust Company’s adaptation entitled 
“The Transitory Executor”: 

“The old gentleman is rusty to look at, 
but is reputed to have made good thrift out 
of aristocratic marriage settlements and 
aristocratic wills. He is surrounded by a 
mysterious halo of family confidences, of 
which he is known to be the silent deposi- 
tory. He passes out into the streets and 
walks on with his hands behind him, under 
the shadow of the lofty houses, many of 
whose mysteries, difficulties, mortgages, deli- 
cate affairs of all kinds are treasured up 
within his old black satin waistcoat. He is 
in the confidence of the very bricks and 
mortar. The high chimney-stacks telegraph 
family secrets to him. 

“For Mr. Tulkinghorn’s time is over for- 
evermore. Where are all those secrets 
now? Does he keep them yet? Did they fly 
with him on that sudden journey?” 


The Royal Trust Company makes use of 
this famous Dickens character to point ‘the 
following moral: 

“By appointing the Royal Trust Company 
your executor and trustee you will be as- 
sured of a fiduciary service that meets with 
modern conditions, the result of many years 
of specialized experience and a service that, 
unlike Mr. Tulkinghorn, has the advantage 
of corporate permanence.” 


“Mr. Tulkinghorn” as a transitory executor 
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IMPORTANT CHANGES IN REVENUE ACT OF 1932 
AFFECTING TAXATION OF ESTATES AND TRUSTS 


INCREASE IN INCOME TAX, ESTATE TAX AND RESTORATION OF 
GIFT TAX INVOLVE NEW BURDENS 


JOHN L. KUHN 
Manager Tax Department, Bankers Trust Company of New York 


(Epiror’s Note: It is important for banks and trust companies, acting in numerous 
fiduciary capacities, to familiarize themselves with the many increases and changes em- 
bodied in the new Revenue Act which relate to income from estates and trust property, the 


transfer of estates and the resort once more to the Gift Taz. 


In the haste and pressure of 


compromise which attended the passage of the new tax bill through Congress, many of the 
provisions were loosely or ambiguously drawn, calling for official interpretations and 
doubtless yielding a new crop of judicial rulings. Mr. Kuhn analyzes the new tax law with 
special attention to subjects of direct interest to corporate fiduciaries.) 


HE Revenue Act approved June 6, 1982, 

in addition to increasing taxes imposed 

under existing statute, comprehends 
numerous changes and new subjects of taxa- 
tion which affect fiduciary levies on estates 
and trust property. The changes in the Reve- 
nue Act of 1932 of special interest to cor- 
porate fiduciaries will be described and dis- 
cussed herewith. The Revenue Act of 1926 
under which the Stamp Tax is imposed has 
been amended so as to double the ratio on 
most of the items heretofore taxed as well as 
to add a number of new items. The Estate 
Tax which is also imposed under the Rev- 
enue Act of 1926 has been supplemented by 
imposing an additional tax. Many new mis- 
cellaneous taxes, including the Manufactur- 
ers’ Excise Taxes, have been. imposed. To 
supplement the Estate Tax a new Gift Tax 
has been provided affecting gifts made on 
and after June 7, 1952. 


Stamp Taxes 

The amendments affecting stamp taxes be- 
came effective on June 21, 1932. The in- 
creased rates as well as the new taxes 
under this provision continue until July 1, 
1934. The rate on stock and bond issues is 
increased to 10 cents for each $100 of face 
value or fraction thereof. Transfers of stock 
are now taxable at 4 cents on each $100 of 
face value or fraction thereof with the pro- 
vision that the rate shall be five cents where 
the selling price, if any, is $20 or more per 
share. Transfers of bonds are now taxed at 
the rate of four cents on each $100 of face 
value or fraction thereof regardless of sell- 
ing price. 


A new provision exempts from taxation 
transfers of stocks and bonds from a fidu- 
ciary to a nominee of such fiduciary or from 
one nominee to another nominee of the same 
fiduciary provided the securities are contin- 
ued to be held by the nominee for the same 
purpose for which they would be held if re- 
tained by the fiduciary. 

The issues and transfers of all government 
securities, foreign and domestic, and the po- 
litical subdivisions thereof, are exempt from 
the tax. Deeds conveying real estate are 
taxable at the rate of 50 cents if the con- 
sideration (exclusive of encumbrances as- 
sumed) exceeds $100 and does not exceed 
$500; and for each additional $500 or frac- 
tion thereof, 50 cents. This tax does not 
apply to any deed or conveyance given to se- 
cure a debt. 


Tax on Checks, Etc. 

The maker or drawer is required to pay 
two cents for each check, draft, or order for 
the payment of money drawn on any bank, 
banker or trust company, which is presented 
for payment on and after June 21, 1932, and 
before July 1, 1934. This tax is collected by 
the bank, banker, or trust company upon 
which the instrument is drawn, by charging 
the amount against the deposit of the maker 
or drawer. Monthly reports with payments 
of the tax are made by the banks and trust 
companies. 


Tax on Leases of Safe Deposit Boxes 


A tax of 10 per centum of the amount col- 
lected for the use of any safe deposit box is 
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imposed. This tax is required to be collected 
from the person paying for the use of the 
safety deposit box, by the one who receives 
payment for its use, and monthly returns 
with payment of the tax are required to be 
made. 
Gift Tax 

A gift tax is imposed upon “net gifts” 
made on and after June 7, 1932, at graduated 
rates ranging from % per cent to 33% per 
cent or approximately three-fourths of the 
new estate tax rates. The purpose of the gift 
tax is to prevent evasion of the estate tax by 
a transfer of one’s property prior to the date 
of death. Before the enactment of the new 
law a taxpayer having large estate could 
avoid the estate tax by an irrevocable trans- 
fer in trust or by an outright gift during his 
life of a substantial portion of his estate. 
Great savings in income taxes were likewise 
effected by this method, as the income us- 
ually came out of the high tax brackets of 
the donor and became taxable to the bene- 
ficiary or beneficiaries at much lower rates. 

The gift tax is computed on a cumulative 
basis. The amount payable for each calendar 
year is the amount of the excess of (a) a tax 
computed on the aggregate sum of the net 
gifts made for such calendar year and for 
each of the preceding calendar years, over 
(b) a tax computed on the aggregate sum of 
the net gifts for each of the preceding cal- 
endar years. The tax therefore will be the 
same amount whether the gifts are all made 
during one year or spread over a number of 
years. Under the former gift tax law which 
was enacted during 1924, the tax on gifts 
for each calendar year was computed sepa- 
rately without reference to the gifts which 
had been made in the previous year, and con- 
sequently it was possible to pay tax at much 
lower rates by disposing of the property dur- 
ing two or more years instead of at one time. 

The present law provides for one specific 
exemption, which amounts to $50,000. Gifts 
made to any person during the calendar year 
to the extent of the first $5,000 are not con- 
sidered as gifts for the purposes of the Act 
and need not be included in gifts reported. 
The tax does not apply to property trans- 
ferred by revocable trust where power to 
revest in the donor title to the property is 
vested in the donor, either alone or in con- 
junction with any person not having a sub- 
stantial adverse interest in the disposition 
of the property or the income therefrom. 
The relinquishment of the power constitutes 
a taxable gift of the property. Income pay- 
ments of such a trust represent taxable 
gifts if made to beneficiaries other than the 
donor. 
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Estate Tax Changes Call for Clarification 

The principal changes in the estate tax 
law are a reduction in the exemption and an 
increase in rates with no additional credit 
for estate and inheritance taxes paid to the 
state of the decedent’s residence and such 
other states if any in which the decedent had 
property which was subjected to estate or 
inheritance taxes. 

These results are brought about in a very 
clumsy manner. It is provided that a tenta- 
tive tax be computed at specified rates which 
range from 1 per cent to 45 per cent and the 
excess of the tentative tax over that com- 
puted at rates in the Act of 1926 be imposed 
as an additional tax to that levied by the 
1926 Act. In computing the tentative tax 
the net estate is determined in the same man- 
ner as under the Revenue Act of 1926 except 
that the specific exemption is $50,000 in lieu 
of the $100,000 allowed by the 1926 Act. The 
sO per centum credit for State inheritance 
and estate taxes may not be taken with re- 
spect to the additional tax. The practical 
effect of the cumbersome procedure is to 
substitute the new rates and exemption for 
the old, but to retain the old for purposes of 
computing the 80 per cent credit. 

In case of undue hardship the Commis- 
sioner is authorized to extend the time for 
payment of the tax shown on the return for 
a period not to exceed eight years instead of 
five years as heretofore. 

In the interest of simplification the estate 
tax law should be entirely re-enacted. The 
present statute represents Title 111 of the 
1926 Act as amended by the Revenue Acts 
of 1928 and 1932 and Joint Resolution No. 
529. The Stamp Tax should likewise be en- 
tirely re-enacted so that all the provisions 
may be found in one place without referring 
to various statutes. 


Income Tax Rates and Exemptions 
The income tax title of the law represents 
a complete enactment modeled after the 1928 
Act with sections and subdivisions, numbered 
to correspond to similar provisions of that 


Act. Unlike the Estate and Stamp Tax 
Titles, it is a substitution and not a number 
of amendments to revise a prior law. 

The personal exemptions to which taxpay- 
ers are now entitled are $1,000 for a single 
person and $2,500 for a married person or 
head of a family instead of $1,500 and $3,500 
respectively as heretofore allowed. The 
credit of $400 for each dependent is un- 
changed. The normal tax rates are 4 per 
cent of the first $4,000 and 8 per cent of the 
balance of net income less credits, in lieu of 
1% per cent of the first $4,000, 3 per cent of 
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the next $4,000 and 5 per cent of the balance 
as imposed under the 1928 Act. The surtax 
rates apply to all income in excess of $6,000 
and the rates range from 1 per cent to 55 per 
cent in lieu of the rates of 1 per cent to 20 
per cent on the income in excess of $10,000 
as imposed by the 1928 Act. 

An individual claiming an exemption of 
$1,000 with annual earnings of $10,000 con- 
tributes $600 or approximately three weeks’ 
earnings as his share of the taxes. If his 
earnings amount to $30,000, he pays $3,600 or 
approximately six weeks’ earnings, and one 
who earns $100,000 pays $30,220 or almost 
four months’ earnings. The earned income 
credit allowance has been abolished. 


Important Changes Affecting Stock Losses 

Perhaps the most important change in the 
law, other than with respect to the rates of 
tax, is in connection with losses from sales 
or exchanges of stocks and bonds. The 
provision for computing the tax on capital 
net gain (profit from sales of property held 
for more than two years) at 12% per cent, 
or at the ordinary rates, whichever is more 
advantageous is continued in the new Act. 
As heretofore, losses from such transactions 
are deducted in the usual way, or the tax 
on the ordinary income is credited with 12% 
per cent of such whichever method 
produces the greater tax. 


losses, 


There is a very important change, however, 
with respect to losses from the sale of stocks 
and bonds which have not been held for 
more than two years or are not capital as- 
sets. Such losses are limited to the gains 
from similar sales. Any loss of this kind 
which is disallowed for the year sustained 
may be carried forward and treated as if 
sustained for the succeeding year (allowed to 
the extent of gains from similar sales in such 
succeeding year) to an amount not in excess 
of the taxpayer's net income of the year in 
which the loss occurred. 

The term “stocks and bonds” as used in 
the preceding paragraph does not include ob- 
ligations of any government or political sub- 
division thereof. Any losses from sales of 
government obligation therefor, are not sub- 
ject to the limitation. This should be of par- 
ticular interest to the holders of many for- 
eign government issues. 

The limitation as to losses does not apply 
to (a) a dealer in securities (as to stocks 
and bonds acquired for re-sale to customers) 
in respect of transactions in the ordinary 
courts of business, (b) a bank or trust com- 
pany incorporated under the laws of the 
United States or of any state or territory, 
or (c) any person carrying on the banking 
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business (where the receipt of deposits con- 
stitutes a major portion of such business) in 
respect of transactions in the ordinary course 
of such banking business. 

The term “stocks and bonds” the losses 
from sales of which are subject to the limi- 
tation include certificates of profit, or of in- 
terest in property or accumulations in any 
investment trust holding or dealing in any 
securities coming under the - classification 
and bonds.” Gains or losses from 
short sales of stocks and bonds or attribut- 
able to options to buy or sell stocks and 
bonds or to sales or exchanges of such op- 
tions are treated as gains or losses from the 
sale of stocks and bonds which are not capi- 
tal assets and hence subject to the limita- 
tion. 

Statutory net losses which were permitted 
to be carried over to two succeeding years 
under the 1928 Act are now limited to a one- 
year carry-over. A 1930 net loss may not be 
carried forward beyond 1931 and a 1931 net . 
loss is deductible in 1932 only. 


” 


“stocks 


Deduction or Credit for Foreign Income 
Taxes Paid 

Under the new law the credit allowed for 
income taxes paid to any country may not 
exceed the same proportion of the tax against 
which the credit is taken as the taxpayer’s 
net income from sources within such country 
bears to his entire net income for the same 
year and the total amount of such credit may 
not exceed the same proportion of the tax 
against which the credit is taken as the tax- 
payer’s net income from sources without the 
United States bears to his entire net income 
for the same year. The first mentioned limi- 
tation was not contained in the 1928 Act. 
The taxpayer has the election of claiming 
the amount or some part thereof as a credit 
or he may treat such taxes as a deduction 
from gross income. He must signify on his 
return his intention of claiming the credit. 
The partial amount not allowed as a credit 
due to the limitations may not be taken as 
a deduction from gross income as was per- 
mitted by the 1928 Act. 


Securities Acquired in Wash Sale— 
Two Year Period 


Under the 1928 Act the “date acquired” 
for determining the two-year period for pur- 
poses of the capital gain and loss provision 
in the case of wash sale transactions was 
the date of the second acquisition. Conse- 
quently if a taxpayer had a loss in securities 
which were held for more than two years he 
could effect a wash sale and upon resale 
within two years get the benefit of the full 
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loss without application of the 12% per cent 
limitation. Under the 1932 Act the holding 
period runs from the date of acquisition of 
the original securities on which the loss from 
sale was disallowed under the wash sale 
provision. 


Carrying Charges on Unproductive Property 

The 1928 Act was silent on the question of 
carrying charges, such as taxes and other 
expenditures, on property from which no 
income was derived and in order to settle 
conflicting interpretations the new Act pro- 
vides that the cost or other basis of property 
disposed of must be adjusted for such items 
where they have not been claimed as a de- 
duction in determining net income for the 
taxable year or prior years. 


Casualty Losses 

Losses from fire, theft, storm, or other 
casualty may not be claimed on an income 
tax return if at the time of filing the return 
such losses have been claimed as a deduc- 
tion for estate tax purposes in the estate 
tax return. Likewise such losses may not 
be claimed for estate tax purposes, if at the 
time of filing the estate tax return they have 
been claimed as a deduction on an income 
tax return. The executor has the option of 
making the claim either for income or es- 
tate tax purposes. 


Interest Paid to Purchase or Carry 
Annuities 
The provision in previous acts which dis- 


allows any deduction for interest paid to 
purchase or carry wholly tax-exempt securi- 
ties has been broadened to cover interest paid 
to purchase or carry annuities. Evidently, 
the purpose of this amendment was to de- 
stroy a scheme which had been devised to 
enable persons with large incomes to escape 
taxation by payment of interest on sums 
borrowed to purchase annuities designed to 
fit in with the scheme. 


Revocable Trusts 

Under the 1928 Act the income from a trust 
is taxable to the grantor if at any time dur- 
ing the taxable year the grantor either alone 
or in conjunction with any person not a bene- 
ficiary of the trust has power to revest in 
himself title to the corpus of the trust. The 
1932 Act provides that the income is tax- 
able to the grantor if at any time during 
the taxable year he, either alone or in con- 
junction with any person not having a sub- 
stantial adverse interest in the disposition of 
the corpus or the income therefrom, has 
power to revest in himself title to the cor- 
pus of the trust, or if such power is vested 
in any person not having a substantial ad- 
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verse interest in the disposition of the corpus 
or the income. 

The reason for this change is to prevent a 
grantor from becoming non-taxable on the 
income by reserving power of revocation in 
conjunction with some one having only a 
nominal interest in the corpus or income or 
vesting such power in some one who is not a 
beneficiary. A similar revision is made to 
the provision taxing the grantor of a trust 
with discretionary power to pay the income 
to the grantor or use it to pay premiums of 
insurance on the life of the grantor. 


Installment Obligations 

Instead of requiring an estate to report for 
its first taxable year the total unreported 
profit from installment transactions, the 1932 
Act provides that by filing a bond the es- 
tate may escape immediate tax on the total 
balances and be permitted to report the 
profits as payments are made, in the same 
manner as the decedent might had he lived. 


Syndicates, Etc. 

Syndicates, pools, joint ventures and other 
such unincorporated organizations are now to 
be treated as partnerships and must file 
partnership returns showing income and dis- 
tributive shares of the members who are 
required to pay tax on the income. 


°, °, 
° ~~ * 


TRUSTEE PROTECTION FOR DEFAULTED 
LATIN AMERICAN BONDS 

The flexibility of trust indentures for safe- 
guarding the interests of holders of bonds in 
default has been demonstrated anew in con- 
nection with the recent formation of Latin 
American Associates, Inc, This organization 
has been created to protect American invest- 
ment holdings of bonds representing approx- 
imately 144 different loans of fifteen Latin 
American nations, states, provinces and de- 
partments, on which defaults of 45 per cent 
had already occured. 

The new organization will supervise and 
administer Latin American Bond Fund which 
will issue under a trust indenture certificates 
representing separate personal revocable 
trusts, which may be created by tender of 
eligible Latin American dollar bonds. The 
Empire Trust Company of New York has 
been appointed trustee under the indenture. 
Certificates will also be issued to investors 
wishing to take advantage of investment op- 
portunities in these bonds and which will be 
distributed through regular security distribu- 
tion channels. The technical administration 
of the fund will be entrusted to experts on 
Latin American securities. 





THE BANKER’S ROLE IN STIMULATING LOCAL BUSINESS 
AND INDUSTRY 


MAKING EFFECTIVE THE AMPLE RESOURCES OF BANK CREDIT 


FRANK J. MAURICE 
President of the Highland Park State Bank, Detroit, Mich. 


(Epiror’s Norte: 


At the very heart of the current business and banking situation 


there lies the problem of securing effective release and renewed stimulation through employ- 
ment of abundant resources of bank credit. In the last issue of Trust COMPANIES comment 
was directed toward the progressive policy of the Highland Park State Bank of Detroit 
and a unit of the Guardian Detroit Union Group. This policy was cited as an outstanding 
example of that faith and courage the exercise of which by banks more generally would 


help perhaps more than any other single factor to dissipate the clouds of depression. 


What 


is most to the purpose is that this institution has demonstrated the wisdom and soundness 
of its policy in actual practice toward the business interests of its home community.) 


HERE has been borne in upon the pub- 

lic mind the idea that banking institu- 

tions are unnecessarily restricting the 
amount of credit available to business, and 
thereby influencing unfavorably the _ pros- 
pects for business recovery. While justifica- 
tion may have been given this viewpoint in 
some quarters, it is the impression of our 
officers and directors that the average bank 
is not only willing but anxious to be of the 
greatest possible assistance to any prospec- 
tive business or industrial borrower whose 
eurrent outlook justifies proper extension of 
its credit facilities. 


Observing Distinction Between Collateral and 
Commercial Loans 

During the past year particularly, all 
banks, regardless of size or location, have 
been subjected to the necessity of liquidat- 
ing certain types of loans, especially those col- 
lateralled by securities, in order to meet the 
withdrawals of deposits which were consis- 
tently heavy over a long period of months. 
It is obvious that unusual withdrawals of 
deposits must be provided for even though 
resultant pressure against borrowers is the 
unavoidable result. (Such liquidation of so- 
called collateral loans and of bonds and in- 
vestments held in the bank’s own portfolio 
has been carried on with slight interruption 
over a considerable period of time, as a mat- 
ter of necessity, rather than from a desire 
to arbitrarily promote deflationary tenden- 
cies. 


The primary responsibility of the banker 
is to his depositor, and if the depositor 
elects to withdraw his funds from the bank, 
then the bank must look to the borrower for 
repayment, or dispose of its own security 
investments. This does not mean that while 
liquidation of loans of this type is in prog- 
ress, it is impossible for the bank to meet 
legitimate commercial and industrial re- 
quirements. There is a fundamental differ- 
ence in character between the collateral loan 
and the loan granted to the producer or 
merchandiser of goods. A collateral loan de- 
pends for its liquidation upon the sale of the 
collateral itself, or upon the ability of the 
borrower to liquidate the loan from his in- 
come, which, in the usual case, can only be 
accomplished over a considerable period of 
time. AS a result, such loans are not to be 
placed in the category of readily liquidated 
assets, and in any exigency loans of this type 
do not enjoy a rediscount market excepting 
with correspondent banks, which, at the time 
assistance is required, may have their own 
vital problems to deal with, the most vital 
of which is the protection of the depositor. 

On the other hand, the loan to the commer- 
cial or industrial borrower, being used to 
finance a current transaction, is liquidated 
from the current proceeds of the business. 
If its quality is properly determined at the 
time of making the loan, the bank is provided 
with a liquid asset which can be rediscounted 
at the Federal Reserve bank. A bank, there- 
fore, may conduct a consistent program of 
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liquidation of its static collateral loans, and 
at the same time encourage the application 
of the business borrower for funds with 
which to meet his legitimate requirements, 
without in any way affecting its liquidity, as 
an adequate and sufficient avenue for the 
rediscount of the loan is available through 
the Federal Reserve bank. 


Meeting Needs of Commercial Customers 

Because of the policy toward the collat- 
eral loan adopted and followed by bankers, 
the public has gained the impression that 
our banks were engaged actively and exclu- 
sively in a program of liquidation, whereas 
such is far from being the case. The alert 
progressive banker, with a view to stimu- 
lating business in his community, with re- 
sultant improvement in employment condi- 
tions, will avail himself of every facility 


open to him, in his effort to adequately 


meet credit requirements of business clients. 


The conclusion reached by the public that 
banks were themselves to be classified as 
hoarders has no doubt been encouraged to 
some extent by the fact that many banks, 
having become absorbed in the program of 
liquidating collateral loans, mortgages, and 
bonds held in their portfolios, have lost sight 
of the equal importance of encouraging and 
maintaining the business stability and prog- 
ress of their communities. They have been 
more aware of the immediate requirements 
of their own institutions, whether actual or 
imagined, than of the equally important 
needs of their commercial customers, with 
the result that doubtless in many cases legiti- 
mate requirements have gone uncared for 
with ensuing loss to all of the interests of 
the community. The business public, like- 
wise, has been rather prone to accept the 
idea that credit is unavailable, and has failed 
to formulate and develop plans for aggres- 
Sive action because of the usually mistaken 
idea that the banks would not lend a proper 
and adequate measure of support. 


Bearing all of these facts in mind, the 
Highland Park State Bank, a consistent be- 
liever in advertising for many years, has in 
recent months decided to call to the atten- 
tion of the public, through the medium of 
earefully prepared and worded advertise- 
ments, the fact that sufficient credit facili- 
ties are available to sound business re- 
quirements, and that such agencies as the 
Federal Reserve banks, and the Reconstruc- 
tion Finance Corporation exist for the par- 
ticular purpose of lending their facilities to 
the banker who is desirous of meeting his 
responsibilities to the community. 

We have sought to bring assurance to the 
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business man and tthe corporation by point- 
ing out that not only our own resources, but 
those of the agencies named, can be brought 
to bear upon the problem of providing for 
their requirements. We have invited the busi- 
ness and industry of the community to con- 
fer with us on every financial problem with 
a view to determining what solution might 
be found. 

It is not to be supposed that every appli- 
cant for credit can present a statement or 
disclose prospects that will entitle him to a 
favorable decision, an experience which is 
not peculiar to prevailing conditions, but 
which happens even in more normal times. 
It does, however, give to the prospective bor- 
rower an opportunity to present his require- 
ments to men of experience who are capable 
of analyzing each situation intelligently, and 
in a helpful attitude. If the proper basis 
for the extension of a loan can be deter- 
mined to exist, then there is no reason why 
that particular applicant should not receive 
favorable consideration. 

The purpose of the Young Committee re- 
cently announced is to scout out those situa- 
tions which provide the proper channels 
through which the flow of credit may be 
effected. No particular agency can be of 
greater benefit as an auxiliary in such a 
plan than our commercial bankers. The re- 
sult will be beneficial to the community at 
large, not only to the recipient of the loan, 
but to those who supply him with materials 
and services, and to his employees as well, 
who will either experience re-employment 
or extension of hours of employment. 

A benefit, of course, will likewise be ex- 
perienced by banks of the community in the 
increased deposits arising from the greater 
stability injected into the business life of 
the community. This stability in turn lends 
a greater measure of value to those commit- 
ments which the bank already has at stake 
in its locality. 

The solution of the problem does not, how- 
ever, rest entirely with the banker. The 
business man himself must be alert to dis- 
cern and seize upon all opportunities, how- 
ever small, to augment his business. He must 
have sufficient confidence in his banking con- 
nection to deal with it frankly and to be will- 
ing to be guided in his course of action, to 
the proper extent, by the judgment of the 
banker. With this sort of cooperation, in 
effect, the business man and the banker to- 
gether may make very long strides toward 
the solution of the vexing problems of slack 
business and unemployment that perplex 
every American community. , 
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CALL TO CONSTRUCTIVE BANKING LEADERSHIP 


Above are shown reduced reproductions from 
an advertising campaign conducted by the 
Highland Park State Bank of Detroit, designed 
to carry assurance to the business publie of the 
existence of bank credit facilities equal to the 
requirements of sound business and citing the 
progressive policy of the automobile industry 
as pointing the path toward constructive bank- 
ing leadership. The Highland Park State Bank 
has long been noted for its strict adherence to 
the finest traditions of sound banking in serving 
its community which is recognized in most 
tangible form by the unquestioned strength of 
the institution in these times and the fact that 
it serves a greater number of customers than 
the population of the community in which it 
is located. 


The text of the advertisement, 
to the left, reads as follows: 


“The Highland Park State Bank has con- 
sistently maintained the policy of meeting the loan 
requirements of customers whose reputation, 
financial standing and outlook entitle them to 
credit consideration. We have not hesitated, when 
prompted by sound banking judgment, to avail 
ourselves of every resource in order properly to 
care for our customers. 

“This bank recognizes in the inauguration of 
the Reconstruction Finance Corporation a most 


shown above 


important facility which still further strengthens 
the ability of banks to meet the requirements of 
business. 

‘‘We continue to invite industry and business 
in the Detroit area to confer with us regarding 
their financial problems.” 


The text of the 
right, and headed ‘‘A 
as follows: 


advertisement, shown on the 
and B Leadership,”’ reads 


A—When automobile manufacturers found that 
the public refrained from buying automobiles, did 
they sit idly by and await developments? T. ey 
did not. They summoned the best brains of 
America’s greatest industry, devised many me- 
chanical improvements, new body designs, new 
colors, new refinements, ideas and features. They 
adjusted prices to present day selling conditions, 
and the sales reports show the buyer’s hesitation can 
be overcome. Allied lines are feeling the s imulus. 
A traditionally courageous and farsighted Leader- 
ship again points the way to all industry. 


B.—Banking, too, must meet and master new 
conditions. All available reservoirs of credit must 
be opened to commerce and industry so that em- 
ployment may be increased, but the age-old prin- 
ciples which make the safety of the people’s money 
an imperative obligation must be observed. Sound 
business enterprise must be encouraged and sup- 
ported. The call is for proper constructive banking 
Leadership. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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THE BASIS FOR FRIENDLY RELATIONS BETWEEN TRUST 
COMPANIES AND ATTORNEYS 


RECOGNIZING A COMMON MASTER IN MUTUALLY COORDINATING 
RESPECTIVE ACTIVITIES 


PHILBRICK McCOY 
Member of the Los Angeles Bar 


(Epitor’s Note: Honest confession and conviction are not only good for the soul, but 
applicable especially to seeking a common ground of enlightened understanding and recon- 
ciliation in determining relations between trust companies and members of the legal profession 


as regards respective administrative and legal duties. 


Although the conclusions frankly 


advanced by Mr. McCoy may not meet with unqualified agreement the trust people will 
recognize the accents of sincerity as well as fine professional instincts which characterized 


his words, in addressing the Trust Section of the California Bankers Association. 


The 


important point is that he stresses friendly attitude in approaching the problem and that such 
motive in cooperative conferences will bring the best results.) 


Y subject is neither new nor old, nor 

one with which you are wholly un- 

familiar. It is “The Bar and the 
Corporate Fiduciary.” I have chosen it pri- 
marily because of my belief that the achieve- 
ment of friendly relations between attorneys 
and the trust companies is uppermost in the 
minds of most of us. I “most of us’ 
deliberately, because there are always those 
on both sides who do not seek friendly re- 
lations, and all that that term imparts, but 
rather a determination of their respective 
“rights,” regardless of the ultimate welfare 
of the public or of themselves. This fact 
must be obvious to those who have given the 
matter any extended thought. 


say 


Defining Practice of the Law 

At the outset, then, we should determine 
as best we can what our differences really 
are, before we can examine critically the 
principles which must control our ultimate 
decision, although here I shall not under- 
take so much to discus the more material as- 
pects of our relation, but rather those which, 
for want of a better word we may call “po- 
litical.” It is obvious that the first of these 
turns on a proper definition of what con- 
stitutes the practice of law. Let’s put aside, 
for a moment, our consideration of the his- 
torical development of the legal profession, 
and see if we can find some new concept, 
some new regulating principle which may 
indicate the proper answer to this question. 

You with what may be 


are all familiar 


termed the accepted definition of the phrase, 
the practice of the law. Our own courts have 
frequently stated that it not only includes 
the rendition of services in a court of jus- 
tice, in any matter depending therein, in 
conformity to the adopted rules of procedure, 
but that also, in a larger sense, it includes 
advice and counsel, and the preparation of 
legal instruments and contracts by which 
legal rights are secured, although such matter 
may or may not be depending in a court. 
(Smallberg vs. State Bar, 212 Cal. 1138, 297 
Pac. 916). It was Humpty Dumpty who said, 
in a rather scornful tone, to Alice: “When I 
use a word it means just what I choose it to 
mean—neither more nor ’ Perhaps, in 
accepting this definition as it stands, we 
have been too prone to follow that bad ex- 
ample, without stopping to consider whether 
those words are just what we mean. 

You will find what I have in mind well ex- 
pressed in an article by Paul P. Ashley of 
the Washington Bar, written in 1930, where 
he says in part (Amer. Bar Ass’n. Journ. 
Sept. 1930, p. 558): “It cannot be denied 
that many acts and functions proper to the 
lawyer's office—and for the doing of which 
he is especially trained—are also proper to 
other offices. It would be tilting at a 
mill to seek to make erclusively ours those 
functions which though properly ours are 
enjoyed by us as tenants in common with 
others. Yet it seems that this overlapping of 
legitimate fields of endeavor is often ignored. 
Lawyers search for protective barriers with- 


less.’ 
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out realizing that they may be attempting to 
inclose common ground. Definitions actually 
used in efforts to stifle the unauthorized prac- 
tice of law show this tendency. Legal 
knowledge is involved in many a_ business 
transaction. The (accepted) definition tells 
the lawyer what he may properly do, and still 
be practicing law; it does not tell him what 
he, but no one else, may do. . And so we 
need a general acceptance of a new type of 
definition. We need a delineation of the 
field which is exclusively legal; a definition 
which excludes the activities of bankers, 
brokers, tax adjusters, insurance experts, 
accountants, investment counsel, ad infinitum. 
We need a definition comprehending all mat- 
ters which should be ours exclusively, yet 
not including activities which are ours—com- 
petitively. More important, the public needs 
such a delineation for its guidance and pro- 
tection.” 


Selfish Views Will Not Prevail 

For more than ten years the leaders of the 
Bar and the leaders in the ranks of trust 
companies and banks have been discussing 
what, for want of a better phrase, we may 
eall “lay encroachments.” They have been 
endeavoring through innumerable conferences 
throughout the country to learn the real facts 
with respect to conditions which the growth 
of society has brought into existence, largely 
through changes in our economic status, re- 
viewing their history and examining crit- 
ically the principles of conduct which must 
be applied. 

On some occasions it has been necessary to 
resort to the courts seeking the ultimate de- 
termination of some honest difference of 
opinion, though even then there have been 
a number of consent decrees. In any event, 
with conditions varying to such a degree, at 
least, as there are states in this Union, it is 
not to be expected that in our conferences 
we can be all-successful in the first instance, 
or that all of these conditions, which have 
grown up over so long a period of time, can 
be analyzed and remedied overnight. But if, 
as representatives of two professions, whose 
services are peculiarly necessary to the wel- 
fare of the public, we can clear the cobwebs 
from our minds and give to the words we 
use some new and proper meaning such as 
that suggested, then it is to be expected that 
these deliberations, earnestly carried on, can 
only be of benefit to us all. 

Right here, however, let me add a word 
of caution—we must remember that no 
amount of hysterical crusading and un- 
reasoned clamoring, based wholly upon selfish 
views. will avail either of us anything, or 
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raise us in the estimation of the public. As 
said recently by one of your eastern associ- 
ates, Robertson Griswold, in an address to 
the mid-winter conference of the Trust Di- 
vision of the American Bankers Association, 
“This idea of sitting around a conference 
table is not such a terrible dose to swallow— 
it is a good spring tonic to keep the patient 
from becoming ill.” And there must also be 
a fair dissemination of accurate information 
as to our views and yours, for, as Mr. Gris- 
wold said, with all the cards laid on the 
table in an honest effort to reconcile con- 
flicting points of view, there is no question 
but that we will each have benefited by a 
more intimate knowledge of each other’s 
problems. 


Law Is Not Static 

The law, as we know and apply it, is not 
static, but growing and ever changing; and 
just so is the solution of the problem of “‘lay 
encroachments” dependent, not wholly upon 
the fixed and established rules alone, but also 
on the will of those we serve. Remembering 
that the rights we each have today may be 
taken away from us tomorrow if the public 
to consider the 


so decrees, it behooves us 


principles upon which those rights are based, 


after an accord between ourselves, let 
same public know that we understand 
appreciate our obligations. 


and 
that 
and 

Let’s assume, then, for the purposes of our 
argument, that we are ready to accept this 
new type of definition of “the practice of the 
law,” which I have just suggested, and ex- 
amine briefly the historical foundation of 
our respective professions, for many of the 
rules of the law today are founded upon 
the reasons of the past, as reflected in the 
mirror of our changing times. 

I need not take long to tell you what the 
legal profession is, and the reasons for its 
existence, and its position in relation to the 
public, since most of you belong to it. To 
state it briefly: “It is a profession whose 
main purpose is to aid in the doing of justice 
according to the law between the state and 
the individual, and between man and man.” 
(In re Bergeron, 220 Mass. 472, 107 N. E. 
1007.) But what we are more interested in 
is the practice of law as a profession, and 
the restrictions upon the conduct of the law- 
yer which follow upon his admission to the 
Bar, as distinguished from that of his fellow 
citizens engaged in commercial pursuits. 

The “right” to practice law is only a spe- 
cial privilege to be exercised by virtue of a 
public grant, under the supervision of our 
courts, and not a common right which may be 
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Bankers Know This Story 


It is the ‘‘tale of the shrunken estate.”’ 


When all expenses have been met, 
widows frequently have much 
less than they counted upon. 


Life Insurance acquired for the pur- 
pose of paying off these obliga- 
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tions assures a FULL ESTATE. 


Che Prudential 


Insurance Company of America 
EpwarpD D. DuFFIELD, President 


Home Office: Newark, New Jersey 


exercised independently by any person who 
believes himself competent. 


Historical Foundation of Law 

At the inception of our profession, the 
attorney at law was engaged primarily in 
rendering professional services in litigated 
matters in conformity with the adopted rules 
of procedure. Thus we find that as long 
ago as the year 1292, Edward I “made an 
order by which he appointed the lord chief 
justice of the court of common pleas and the 
rest of his fellow justices of that court, that 
they, according to their discretion, should 
provide and ordain from every county certain 
attorneys and apprentices of the best and 
most apt for their learning and skill, who 
might do service to his court and people, and 
those so chosen only, and no other, should 
follow his court and transact the affairs 
thereof.” (Jn re Day, 181, Ill. 73, 50 L. R. A. 
519. ) 

It would serve no useful purpose to exam- 
ine in detail the development of the profes- 
sion from these beginnings, and the increase 
in the scope of its professional activities. It 
is sufficient here to say that the definition 
of the phrase, the practice of the law, as now 
accepted by the courts is the natural out- 
growth of that development, Probably the 


greater proportion of the work of attorneys 
today is conducted in their offices where, 
like the modern physician, they practice what 
we may term “preventive law.” 

3ut whatever we may include within our 
definition, the very nature of our profession 
dictates the wisdom of the many regulations 
by which we are bound, founded upon the 
elementary principle that the profession and 
practice of the law are essentially matters 
of great public interest and concern, not only 
from the point of view of the administration 
of justice by the courts, whose officers we 
are, but also, as said recently by Justice 
Richards, “from the contacts of its member- 
ship with the constituent membership of so- 
ciety at large, whose interests are to be 
safeguarded against the ignorances or evil 
dispositions of those who may be masquerad- 
ing beneath the cloak of the legal and sup- 
posedly learned profession.” (State Bar vs. 
Superior Court, 207 Cal. 323, 278 Pac. 432.) 


Evolution of Trust Service 
What, then, of the position of the trust 
company—the corporate fiduciary? While I 
do not expect you to agree with me in all I 
say, yet I do want to impress upon you our 
point of view, just as we want and expect 
to learn and understand yours. For, at least, 
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whether you agree or not, it is better to raise 
a question without deciding it between our- 
selves in a friendly manner, than to decide 
it without raising it first for your considera- 
tion, and then seek to compel your adherence 
to our decision. 


The history of the trust companies and that 
of trusts themselves is pretty well known to 
all of us. To deny the necessity for both in 
modern society would be foolhardy ; the mod- 
ern institution of the trust has grown to large 
proportions, and fulfills a useful function. 
Of what, then, do we complain? In answer 
to this question I may quote the recent state- 
ment by Mr. Wyckoff of the Board of Gov- 
ernors of the State Bar of this State: 

“Because skill and learning are necessary 
to the creation of a trust which shall fit nice- 
ly into the needs of the particular case, and 
because trusts are usually administered un- 
der the direction of a court of equity, the 
service of a lawyer is necessary, and for that 
service the lawyer receives fees. Compensa- 
tion is also customarily paid to the trustee 
for his managerial service. These fees and 
compensation are usually allotted by the 
court unless the measure is fixed by the 
trust instrument. 

“At some point in the evolution of the 
trust these emoluments engaged the atten- 
tion of certain financial interests. A source 
of business profit to the institutions was de- 
tected. They therefore commenced to court 
the business of being trustees. The business 
was found profitable and grew until at pres- 
ent great corporations known as trust com- 
panies are formed for the purpose, and carry 
on the business of acting as trustees.” (State 
Bar Journal, March, 1932, vol. VII, p. 54.) 


Executive and Ministerial Functions 


So much is historical and we need not dis- 
pute its accuracy. A most cursory examina- 
tion of the statutes and of the decided cases 
will show, however, that this whole develop- 
ment of the trust companies, largely as an 
adjunct to the banks, is predicated on the 
principle that they are conducting what is 
purely a business for the financial gain of 
their owners. If we were to stop there in 
our deliberations, and seek to force some 
issue on that basis alone, then I would have 
no hesitancy in predicting that if such an 
issue were to reach the courts of this state, 
their conclusion, upon an examination of 
your statutory powers, would follow that in 
a similar case recently decided in Idaho, 
which is that “nowhere do these enactments 
confer upon trust companies the power to 
draft wills, trust declarations or other in- 
struments creating duties such companies are 
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authorized to ‘take, accept and execute.’ 
Their work is purely executive and minis- 
terial, having to do with subject-matter in 
the inception of which they are not and can- 
not be permitted to participate.” (In re 
Eastern Idaho Loan & Trust Company, 49 
Idaho 280, 73 A. L. R. 1323, 288 Pac. 157.) 

But let us go a step further in our analysis 
of present conditions. To quote again from 
Mr. Wyckoff: ‘As is usual in business, com- 
petition between the trust companies to get 
this business developed and became keen. 
Solicitation of persons with property to in- 
duce them to place their property in trust 
became common. The arts of salesmanship 
are brought into play. The advantages of 
the trust are painted in bright colors; and 
the superiority of the corporate over the in- 
dividual trustee is stressed.’ 

Lay Encroachments 

Some will recall the address on this sub- 
ject of “lay encroachments” made by Mr. 
Beardsley at the annual meeting of the State 
Bar in Pasadena in 1930 (Proc., Third Ann. 
Meet., p. 2), and we can all agree in most 
respects with the views he expressed. But 
when he delivered the same address at the 
convention of the American Bar Association 
in Chicago, Thomas Francis Howe, chair- 
man of that association’s Committee on Pro- 
fessional Ethics and Grievances, had this to 
say: 

“T have to disagree with that distinguished 
gentleman .. . in one particular, He re- 
ferred to the fact that the reason why these 
lay encroachments had grown to such pro- 
portions is that we, as a profession, have 
failed to satisfy the public that our exclusive 
right to practice our activities can exist only 
so long as we give the public better service 
than anyone else. 

“T think Mr. Beardsley overlooks the fact 
that not a single one of these encroachments 
could exist for a moment but for the con- 
nivance and cooperation of the lawyers em- 
ployed by or associated with the laymen en- 
gaged therein. Still, further, none of these 
activities could ever reach a position where 
they are better able to serve the public, but 
for the fact that they are allowed to go out 
and solicit professional business where the 
profession itself cannot. This is the founda- 
tion of all lay encroachments.” 

If this is no ery of “Wolf,” and in the in- 
tegrity of those men who give it voice would 
surely give the lie to those who claim it is, 
does not the solution of many of our prob- 
lems lie in a more thorough understanding 
of the reasoning which has led to these con- 
clusions? Let’s see, then, if there’s any logic 
in it. 
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Professional Ethics and Solicitation 

Why is it that the attorney may not solicit 
professional employment? ‘The answer is 
simple. Let us look first to the relation of 
attorney and client as all of us understand 
that phrase. The Supreme Court of this 
state has aptly said: “The essential element 
underlying the relation of attorney and client 
is that of trust and confidence of the highest 
degree growing out of the employment and 
entering into the performance of every duty 
which the attorney owes to his client in 
the course of such employment. It is the 
existence of this essential element as the 
basis of said relation which has called into 
being the various statutory regulations gov- 
erning the admission of attorneys and coun- 
selors at law and which embody certain re- 
quirements of character, integrity and learn- 
ing as the prerequisites of such admission to 
the right and privilege of practicing law. It 
is the possession or reputation for the pos- 
session of these personal qualifications which 
constitutes, as a rule, the main inducement 
for the formation of the personal and con- 
fidential relation of attorney and client.” 
(People vs. Merchants Protective Corp., 189 
Cal. 531, 209 Pac. 363.) 


No Man Can Serve Two Masters 

I’ll warrant that none of you as members 
of the Bar would undertake to maintain 
that, should you hereafter engage in the 
private practice of the law, you would con- 
sider advertising for professional employment 
even of a nature for which you may be emi- 
nently qualified because of your experience 
as trust officers. Should I but suggest it, 
you would immediately tell me that the eth- 
ics of our profession forbid that we should 
advertise our talents or our skill as a shop- 
keeper advertises his wares. Why? Because 
as one court recently put it: “The founda- 
tion on which this principle of conduct rests 
is that attorneys at law practice a profession ; 
they do not conduct a trade. It is incom- 
patible with the maintenance of correct pro- 
fessional standards to employ commercial 
methods of attracting patronage” by adver- 
tisements “commonly designed to stimulate 
public thought and challenge popular atten- 
tion to the end that the business of the ad- 
vertiser may be increased. . . . Courts are 
solicitous for the rights of one duly admitted 
to practice law. They owe an equal duty 
to see to it that the public interests are con- 
served by observance on the part of lawyers 
of proprieties indicative of a due appreciation 
of their responsibilities to the court and to 
the community, even though purely selfish 
tendencies and profit may be thereby re- 
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strained.” (In re Cohen, 261 Mass. 484, 55 
A. L. R. 1809, 159 N. E. 495.) 


Is there, then, any magic in the fiction of 
the corporate entity that permits the member 
of the Bar to benefit, even indirectly, from 
the solicitation of professional employment 
by the corporation which, of its very nature, 
can only act through its agents having flesh 
and blood? The answer must be “None,” 
and when the question is so answered, the 
reason for it lies in that age-old injunction 
that no man can serve two masters, Cor- 
porations may not practice law, nor may the 
lawyer aid them in the doing of it; and the 
high standard which has been set for mem- 
bers of the legal profession must and does 
compel the disapproval of any relationship 
which, within reason, may lead to divided 
loyalty. 


Drafting of Wills and Trust Instruments 


conclusions do all these consid- 
erations lead us? If, as has elsewhere been . 
suggested, we are “able to think without 
perspiring,’” we must come to a realization 
that there are many serious problems which 
must be solved before we can settle our dif- 
ferences; and it is equally certain that there 
are many differences to be settled. So, briefly, 
let’s apply these principles to the situation 
confronting us. 

I have already pointed out that the trust 
company may not practice law. The same 
reasons which lead to that conclusion indi- 
cate inevitably that they should not draw 
any instrument in which they are named to 
serve in a fiduciary capacity. 


To what 


The lawyer of today is no mere scrivener. 
It is his duty and the duty of his profession 
to give advice on many matters involving 
questions of business and financial policy, 
as those questions may be involved in the 
ultimate determination of the legal problems 
confided to him. All that I have said ap- 
plies with peculiar force to the preparation 
of a will and the declaration of a living 
trust, each calling for the services of a fidu- 
ciary. 

Perhaps it is proper that a corporation 
should have the right to advertise that it 
is possessed of the right to act in that ca- 
pacity; but it must be obvious that, when 
the point is reached that the customer has 
concluded to name some particular corpora- 
tion to so act for him, having been advised 
by its officers of the services which it may 
lawfully render, and having satisfied him- 
self of the financial integrity of the institu- 
tion and of the personal integrity of those 
who control its policies, then the time has 
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come when he must call upon his own at- 
torney to prepare the instrument creating 
the fiduciary relation. 

It is for the attorney alone to 
then how he may lawfully carry out his 
purposes, and answer the many questions 
that must arise. For, as said in more than 
one recent decision by the courts: “Where a 
will, contract, or other instrument is to be 
shaped from a mass of facts and conditions, 
the legal effect of which must be carefully 
determined by a mind trained in the existing 
laws, in order to insure a specific result and 
guard against others, more than the knowl- 
edge of the layman is required; and a charge 
for such service brings it definitely within 
the term ‘practice of the law.’” (People vs. 
Peoples Stock Yards State Bank, 344 Ill. 462, 
176 N. E. 901.) The policy of the law is also 
clear, that before any such instrument, when 
drafted by any employee of the trust com- 
pany, or by an attorney in any manner sub- 
ject to its influence, is put to the use for 
which it is intended, the corporate trustee 
should insist that the testator or trustor seek 
and obtain such independent counsel and ad- 
vice. If you take the view that the practice 
should be otherwise, then it is fair to ask: 
“What is to become of the old time relation 
of confidence and esteem between counsel 
and client, if the most solemn act of life shall 
be dealt in as merchandise? 


tell him 


Independent Counsel and Advice 


Formerly a lawyer was the trusted ad- 
visor and friend, the holder of the family 
secrets. Is the relationship to become me- 
chanical? Are clerks or mere employees of 
trust companies or banks to guide in these 
highly personal situations? Of what avail 
is a bar of men governed by canons of ethics 
if, in this field, the whole relationship is 
based on business standards?” (Slater, Cor- 
porate Fiduciaries and Legal Ethics, Amer. 
Bar Assn. Journ., July, 19381.) I do not 
question the personal integrity of a single 
trust officer of this state, nor the good faith 
of all of them in undertaking to advise with 
customers or clients fairly and impartially. 
Sut for just so long as the trust officer, 
whether lawyer or layman, is employed by 
the bank for this purpose, so long also will 
the prospective testator or trustor be de- 
prived of the benefit of that independent 
counsel and advise to which he is entitled, 
with respect to the innumerable questions 
which must be answered before he enters, 
perhaps irrevocably, into a highly technical 
field, by creating an instrument which will 
regulate his rights and the welfare and hap- 
piness of his family for years to come. 
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are but some of the factors upon 
which the testator or trustor should reflect 
in the light of the independent advice of 
counsel to which he is entitled. It is only 
when he has so considered the wisdom of 
his acts that he can properly make his will or 
place his property in trust. We believe that 
any deviation from this course, or any at- 
tempt to substitute salesmanship for such 
independent advice on these and similar prob- 
lems will result not only in violation of the 
law but in injury to society, and will in the 
long run prejudice the business of the trust 
companies themselves. 


These 


Obedience to Common Interests and Duties 

Just one more word in conclusion. The 
binding force which today holds the legal 
profession together, and supplies the basis 
of its usefulness to society, as in the centu- 
ries of its history which are past, is the code 
of ethics by which we are bound—a code 
which has grown, through usage with the 
years. Business today, faced as it is with 
the necessity for intelligent readjustment, is 
even more in need of just such rules of con- 
duct, wisely founded upon the ethical con- 
cepts which will lead to the development of 
most business as a profession. And yours 
should be a professional business, if I may 
use that term, and one which, responding 
to the spirit of the law and the influence of 
the older professions, should profess a dis- 
criminating regard for all actual and implied 
fiduciary relationships, though perhaps for 
the time being the rapid growth of new ways 
and new activities in trust affairs has un- 
duly obscured the ethical ideas which should 
permeate every dealing with this serious 
subject of the trust estate, 

I do not say that these rules of conduct 
by which the Bar is bound are all-sufficient 
of themselves and cannot be improved, or 
that they cover all possible contingencies. 
But, whatever faults there may be in such 
a code, what better device can you devise 
beyond efficient service in your proper field 
to leave the mark of the good faith of your 
desire to serve the public well than a code 
of ethics such as ours? 

Can we not, then, forget these selfish views, 
which some would have us believe to be so 
prevalent, and with full knowledge of the 
facts upon which our differences are based, 
come to a better understanding of the legal 
and ethical considerations to which we must 
give heed, remembering that as institutions 
serving a common master, the Bar and the 
trust companies are engaged in mutually co- 
ordinating activities, having common inter- 
ests and common duties to perform? 
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The social and economic aspects of the 
deed of trust have been spoken of. So, too, 
in this matter of friendly relations between 
the Bar and the corporate fiduciary, we can 
only discharge our mutual obligations if we 
come to a full appreciation of the social and 
economic aspects of the questions which con- 
front us as well as the legal aspects, and, 
relying upon each other’s sense of justice in 
weighing the merits of our respective con- 
tentions, observe scrupulously the line of de- 
marcation between our respective functions. 

I do not come to you as a representative 
of any Bar association, but as a member of 
the Bar itself, not so much voicing any new 
thought, but surveying much of what has 
been said by others, who, from their broader 
experience are better able to express their 
views. As such I ask your full cooperation 


with the Bar, in an honest effort to establish 
an understanding that will result in placing 
our services on the highest plane attainable. 


o, 2, 2°, 
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TRUST CLAUSE TO DEEDS GOES INTO 
EFFECT 


An amendment to the Mechanic’s Lien law 
of New York, passed at the last session of the 
legislature, goes into effect July 1, 1932 and 
which embodies trust clauses in deeds of 
property conveyance. Chapter 627 amends 
the Lien law by providing that no conveyance 
recorded subsequent to the commencement of 
property improvement and before the ex- 
piration of four months after the comple- 
tion thereof should be valid as against liens 
filed during such period, unless it contained 
a covenant by the grantor that he would re- 
ceive the consideration for such conveyance 
as a trust fund to be applied first for the 
purpose of paying the cost of the improve- 
ment. 

While no duty was imposed on the grantee 
to see to the proper application of such con- 
sideration by the grantor, a penalty was pro- 
vided in case of a diversion of funds by the 
grantor. In case of a diversion, one so di- 
verting might be found guilty of larceny and 
punishable under the Penal Law. Persons 
who purchase real property after the effect- 
ive date of the amendment where new build- 
ings have been erected or extensive repairs 
made, must protect themselves by having a 
special clause in their deeds by which the 
grantor agrees to hold the purchase price as 
a trust fund to be applied first for the pur- 
pose of paying the cost of the improvement 
before making any other use of it. If such 
clause is not in the deed, it may not be valid 
as against liens filed by contractors. 
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TRUSTEE LIABILITIES UNDER CORPOR- 
ATE INDENTURES IN CASE OF DEFAULT 


In view of numerous defaults in connec- 
tion with bond issues secured by mortgage 
deed of trust, the duties and liabilities of 
trustees under corporate mortgages become 
a matter of live interest. Discussing this 
phase of the subject in an address on “Im- 
plied Powers of Trustee Under Corporate 
Bond Indenture,” before the bi-state Oregon 
and Washington trust conference, Vice-presi- 
dent C. B. Stephenson of the Security Sav- 
ings & Trust Company of Portland, Ore., said 
in part: 

“In the operation of the trust the duties 
and liabilities of a trustee after the bonds 
have been properly certified and delivered 
may vary greatly but are usually more or 
less routine unless and until there is a de- 
fault. Upon default the duties of the trustee 
become entirely changed and it enters ac- 
tively into the affairs of the corporation and - 
the slightest neglect of the trustee may incur 
heavy loss to the bondholders as well as to 
create liability against itself. The trustee 
having accepted this office takes with it the 
duties therein specified and must carry them 
out. If the trustee does not expect to per- 
form these duties it should not accept the ap- 
pointment, for as soon as the trustee attaches 
its signature to the trust deed its duties be- 
gin and its liability thereafter is ever present. 


“The draftsmen of mortgage indentures all 
too often add a clause that the trustee shall 
be under no duty to do this or to do that, 
but we find the courts have begun to impose 
duties upon the trustee which they say are 
inherent in a trust relationship and such du- 
ties are not to be avoided by the trustee by 
provisions expressly granting immunity. 
These decisions are based largely upon public 
policy and there is said to be a point beyond 
which the parties cannot agree to release the 
trustee from liability or from breach of its 
duty. It is therefore apparent that not every 
obligation or duty of a corporate trustee is 
found expressed or implied in the covenants 
of the indenture, but in this relation there are 
duties which arise that are superimposed 
upon the trustee. The trustee therefore seeks 
to exempt itself from the responsibility for 
the exercise of specific duties or from the 
acts of agents or employees, but it may well 
be doubted whether such clauses will actu- 
ally relieve the trustee.” 


National banks which have failed since 
the Civil War, figures taken up to October, 
1931, have paid in excess of 90 per cent. 
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These outstanding 
features of operation 


promote speed, accuracy 


1 


and neatness in posting 


Flat surface for quick insertion and 
accurate alignment of forms. Cylinder 
platen for speed in posting. 


Totals and balances printed by one 
depression of balance key. No copy- 
ing, figure by figure, from adding dials. 


Complete date—month, day and year— 
printed automatically. 


A correction key permits correcting 
amounts before printing and calculating. 


Decreases are automatically subtracted 
and marked by minus symbol. 


O. D. balances designated by symbol, 
in red. 


Carriage automatically tabulates and 
aligns dollars under dollars, and cents 
under cents—no decimal tabulator keys 
to select and depress. 


Keyboards—typewriter and adding ma- 
chine—condensed in small area for 
efficient operation. 


Closed accounts automatically desig- 
nated by the symbol “O”—prevents 
using previous balance, 


BURROUGHS 
TRUST 
MACHINE 


It helps build 
GOOD-WILL 


for the 
Trust Department 


When a client calls for information, how 
important it is that the records of his trust 
be neat, accurate and up-to-the-minute in 
every particular! 

Burroughs Trust Machine, which fits 
any accounting system and makes posting 
faster and simpler, helps put such records 
at the finger-tips of the trust officer and, at 
the same time, effects definite savings in 
time and in accounting expense. 

For full particulars showing how trust 
departments everywhere are benefiting by 
the special advantages provided by this 
modern new Burroughs machine, call the 
local Burroughs office. Or write Burroughs 
Adding Machine Company, Detroit, Mich. 


Burroughs 





AGENCIES: THE MOST TIMELY AND PROFITABLE AVENUE 
FOR NEW TRUST BUSINESS 


FEATURING “MANAGEMENT” IN LIEU OF VARIOUS TYPES OF 
DESCRIPTIONS OF SERVICE 


D. W. MACKAY 
Assistant,Trust_Officer, The United States National Bank, Portland, Oregon 


(Epiror’s Norte: 


Unquestionably the agency services provided by responsible banks 


and trust companies afford today the most effective and direct avenue for the cultivation of 
new trust business. To avoid the confusion in the public mind created by the variety of terms 


employed, such as “‘custodianships,” ‘‘depositary,”’ 


“safekeeping,” “agency,” etc., Mr. 


MacKay proffers the suggestion that a more appropriate and simple term would be “‘Man- 
agement Service.”’ By concentrating on management of securities and properties there is also 
provided a means of overcoming the sales resistance caused by fear of relinquishing title or 
control of property. By means of high quality management service the prospect is more apt to 
become converted to the creation of more permanent forms of trust service.) 


GENCY is the simplest form of trust 

service to the living, and because 

prevailing complexities affords ex- 
ceptional opportunity for effective appeal 
while at the same time opening new avenues 
of approach for establishment of living 
trusts, appointments under wills and other 
more permanent trusts. Agency is a service 
that is most flexible in operation and com- 
prehensive in scope, does not involve the 
conveyance of title or any change in policy 
or loss of control and may be discontinued 
at any time at the client’s discretion. In the 
last analysis it is a management service that 
extends to: 

The MANAGEMENT OF INVEST- 
MENTS of all classes—stocks, rights, 
bonds and debentures ; 

The MANAGEMENT OF 
GAGES 

The MANAGEMENT OF REAL ES- 
TAT! : 

The MANAGEMENT of a wide va- 
riety of special matters to meet the 
requirements of clients. 

MANAGEMENT is a common denominator 
of the functions we undertake to perform. 
MANAGEMENT, whether it be with limited 
powers or full discretion, is a term that 
everybody understands—yet when we come 
to present this same simplest form of ser- 
vice to the public, we find a variety of terms 
in common use in different institutions ; such 
as “eustodianship,” ‘depositary,’ “safekeep- 
ing,’ ‘agency,’ and what have you. 


MORT- 


Avoiding Confusion of Terms 

This confusion of terms is obviously not 
in the best interests of the service we are 
seeking to promote. In the administration 
of estates and the execution of trusts, we 
have inherited a long list of technical terms, 
such as “executor,” “administrator,” “admin- 
istrator de bonis non,” “trustee,” “‘cestui que 
trust ;” and it has been said that this has 
much to do with the notion that has un- 
fortunately obtained that the trust depart- 
ment is a mysterious place, whose activities 
are confined to the handling of property and 
affairs of deceased persons, old men in dot- 
age young men in nonage, spendthrifts, in- 
competents, and other misfits. 

Just why we should add to the confusion 
by inventing a list of mysterious terms as 
descriptive of this our simplest form of ser- 
vice is not easy to understand. Management, 
without the surrender of title or loss of con- 
trol, is what an increasing percentage of 
the public understands and wants. The mani- 
fest conclusion is that we should abolish all 
these terms and adopt instead the more ob- 
vious and appropriate term of “MANAGE- 
MENT SERVICE” as descriptive of the 
functions which we are now considering... . 


‘The Growth of Individual Investing 


The demand for a management service, 
such as has just been defined, has proceeded 
with the growth of individual investing. The 
public mind had received its first major 
momentum in the field of investing when 
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Liberty Bonds were first issued in 1917, and 
by the aid thereof matured as a properly 
tuned recipient for the flood of corporation 
bonds, preferred stocks, and finally common 
stocks which was soon to follow. 

Some conception of the extent of this move- 
ment may be obtained when we stop to con- 
sider that stockholders of General Motors 
alone increased in number from 47,805 in 1924 
to 813,117 by the fourth quarter of 1931. 


This remarkable diffusion of American 
wealth has brought into existence a corre- 
sponding increase in the number of property 
owners. In the midst of the shower of in- 
vestment securities that rained upon him, the 
investor found “constantly before him a be- 
wildering variety of attempts to superedu- 
cate him by means of high-priced, economic 
service, brokers’ letters, financial pages, and 
what not—all pointing out conditions under 
which he should buy or sell certain securities, 
If he happened to be statistically minded he 
could find plausible reasons for believing 
almost anything.” . 


Fear of Relinquishing Title or Control 

The cautious investor with his newly ac- 
quired property soon realized the pressing 
need for supervision and management of his 
investments by some agency equipped to fur- 
nish impartial and experienced investment 
advice and free to choose securities from the 
whole investment field... . 

Other things being equal, the living trust 
offered a solution of his problems, yet too 
many of these new investors whose early 
family life was probably concerned for the 
most part in spurring on the ambition of 
the child and awakening ideas of initiative, 
independence and power in his life, the no- 
tion of relinquishing title to his property, an 
act which carried with it control to a greater 
or less degree and possibly a change in policy, 
was a step in direct contravention of the con- 
ceptions of ownership his early training had 
inspired. 

The agency account evades this objection 
and at the same time operates as a manage- 
ment service that answers the increasing de- 
mand for supervision of investments and 
property management, ‘thereby affording a 
means of gaining the confidence of the client 
and demonstrating the advantages of trust 
company administration. 


Features of Agency 
Persons and institutions who avail them- 
selves of agency service secure at a reason- 
able fee the services of an impartial financial 
secretary and advisor of their personal prop- 
erty, whether it be in the form of securities, 
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real estate or mortgages. The trust division 
undertakes the investment of money and the 
management of investments of all classes— 
stocks, bonds, mortgages, real estate and also 
special services of a wide variety to meet the 
requirements of its clients. 

Management may be taken over by the trust 
division without involving any change in 
policy or loss of control, and may be discon- 
tinued at any time at the client’s discretion. 
Clients may retain the direction of their 
holdings to the fullest extent or may depute 
as much or as little discretionary power to 
the trust company as they wish. Thus, one 
client may delegate full discretionary man- 
agement as to his investments, and other 
property, while another may wish to have 
some friend or broker determine what shall 
be bought and what shall be sold—or he may 
wish to pass on all investments himself. In 
the latter case he wants: 

A reliable custodian of his securities, 

The certainty that proper records 
will be kept, 

The regular receipt and crediting of 
income, 

Possibly the filing of tax returns. 

The necessity for the formalities of the 
living trust are not apparent to him and 
therefore objectionable and in the last an- 
alysis the trust is not a particular solution— 
while in the case of a client about to go 
abroad for a year or a shorter period the 
living trust would be too expensive and im- 
practicable. 

Duties and Liabilities Compared 

The features of agency which have just 
been defined correspond in many respects to 
that of the living trust. But the relation- 
ship arises out of contrast, and differs from 
that of a trustee under a living trust in that 
when acting as a trustee the corporate fidu- 
ciary is not necessarily answerable for its 
acts to the creator of the trust, but rather 
to the beneficiaries of the trust, whereas as 
an agent it is answerable to the other con- 
tracting party, namely, its principal. In 
either case, the corporate fiduciary stands in 
a fiduciary relationship and as such is bound 
to act in good faith and exercise reasonable 
eare and diligence in the performance of its 
duties. 

While the duty of an agent as well as a 
trustee is one requiring good faith as well as 
the highest confidence, the corporate fiduciary 
acting in either capacity is not an insurer or 
guarantor of securities or paper purchased. 
In the case of an employment which requires 
special or professional skill (and I would say 
that the management of investments fell 
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within that class) an agent who professes 
or holds himself out as possessing such skill 
will be liable for losses due to his failure to 
possess or exercise the same. 


Qualifications as to Agency Service 

Past experiences remind us that courts of 
law and customers are alike demanding an 
increase in watchfulness and a narrow if 
not a complete elimination of the line of dis- 
tinction between the trust division as painted 
by its advertising department and the Trust 
Division of actual operation. That it is there- 
fore expedient to exercise a certain modesty 
and conservative reserve in presenting agency 
service as a solution of the investors’ prob- 
lems requires no further exposition. Never- 
theless the corporate fiduciary when acting as 
an agent is not an insurer of the success of 
his undertaking and not guarantee 

gainst errors of judgment but is held only 
to the exercise of the care and skill of one 
ordinarily skilled and competent in that par- 
ticular business. 

It will thus be observed that the rights, 
duties, and liabilities of the corporate fidu- 
ciary when acting as an agent, correspond 
by and largely with those that attach when 
acting as a trustee, yet as a substitute for 
the living trust, agency has its limitations. 
The contract of agency terminates on the 
death of the client and his property must 
then be turned over ‘to his executor or ad- 
ministrator for final disposition. If that is 
the method he wishes to follow in any event, 
there can be no object in persistently advo- 
eating the living trust, when a management 
service in the form of an agency account will 
answer his purpose. If, on the other hand, 
the client wishes his property to continue 
without legal interruption (probate proceed- 
ings) under the way management of the 
same trustee after his death or to accomplish 
other objectives which need not here be re- 
ferred to, resort must then be had to the liv- 
ing trust. 


does 


Increasing Demand for Management Service 


Our own experiences in the field of agency 
show a decided increase in the number of in- 
stitutions that make use of this management 
service in one form or another. Typical ex- 
amples are: 

Cemetery Associations that originate 
and build up permanent funds for per- 
petual maintenance. 

Churches that maintain permanent 
funds for special charity work. 

Institutions for aged persons. 

Our school teachers’ retirement fund 
is a form of agency account. 


Correspondent banks. 

Charitable and semi-public institu- 
tions such as public. libraries, hospitals 
and the like have been adopting the 
agency account. 

This constant increase in growth proves 
its usefulness and demonstrates that there 
is a wide field for profitable agency business 
among private investors. This is particu- 
larly true at this time when in the face of 
falling security prices the art of managing 
investments presents problems of ever in- 
creasing complexity. During this trying pe- 
riod men have become keenly conscious of 
their inability to handle their own invest- 
ments satisfactorily. They are turning to 
trust institutions, not expecting to find super- 
men capable of performing investment mir- 
acles, but convinced that the composite judg- 
ment of a group of average men trained and 
experienced in investment management is 
apt to be sounder than individual men. 


No Uniformity in Practice 

No particular form of agreement is re- 
quired for the creation of an agency relation- 
ship and there is no uniformity in practice. 
Some institutions use a formal agreement— 
others use a form of receipt—and still others 
use a letter of instructions or a combination 
of receipt and letter. 

In our experiences, we have continued to 
have a special agreement prepared in each 
ease, but the printed forms in general use 
have many advantages. Briefly these printed 
forms provide for: The care of securities, 
collection and disposition of income, the col- 
lection of principal, statements, investments, 
additional property, withdrawals, compen- 
sation of trustee. 

The receipt forms and letters of instruc- 
tions in common use contain corresponding 
clauses that define the duties and responsi- 
bilities of the agent. The agency letter of 
instructions devised by The State Street Com- 
pany of Boston is of particular interest, a 
copy of which is reproduced in the January, 
1932 issue of the Trust CoMPANIES Maga- 
zine. 

Produces Immediate Revenue 

When we contrast this printed form of 
agency letter of instructions and its refresh- 
ing brevity of phrase and facility of apti- 
tude to the varying requirements of clients, 
with the melancholy formalities and ponder- 
ous diction (I am speaking from the point of 
view of the client) that have been conceived 
as necessary to establish a living trust, we 
are better able to appreciate why agency 
service is attractive to the practical man of 
affairs and as a corollary thereto why trust 
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institutions that have featured this form of 
management service have shown such re- 
markable growth... . 

Moreover, it is a type of business that pro- 
duces an immediate revenue and has a cer- 
tain stability by dint of which it has ac- 
quired a prestige and importance in trust 
company administration that far and away 
transcends the more glamorous and expensive 
life insurance trust in whose pursuit the 
chairman of our committee on life insurance 
trusts (A, B. A. Trust Division) has been 
heard to declare that “Many of the banks 
throughout the country squandered their way 
in the life insurance trust movement and 
are now wondering what to do about it. So 
are the underwriters.” 

“Attorney-in-fact”” Service 

An interesting form of agency, but little 
developed, is that of acting as attorney-in- 
fact to become effective only in case of em- 
ergencies. Recent experiences have served 
but to demonstrate how useful and prac- 
ticable such an arrangement would have 
been, if we had held the power of attorney. 
In one case in which we later became ex- 
ecutors, the client had suffered a stroke and 
became totally incapacitated leaving his busi- 
ness affairs in the hands of his secretary who 
had very limited authority. As it was, I 
found myself personally indorsing checks, at- 
tending to the clients business and banking 
affairs, paying his secretary and other as- 
sistants and doing numerous other things 
that required attention, while he was still 
alive, without legal authority and without 
compensation—which he would have been 
glad to pay. In another case with like cir- 
cumstances where a partnership was _ in- 
volved, the complications were even worse. 

In either case, the handling of the client’s 
affairs would have been greatly facilitated 
if we, as an institution, had had power of 
attorney, legally authorizing us to act. This 
feature of agency has been designated by a 
large eastern trust company as “standing-by- 
attorney.” The client merely gives the cor- 
porate fiduciary a general power of attorney 
which is to be used only in case of illness, 
accident or other incapacity together with 
a letter which defines the exigencies under 
which it is to take action. 

These conclusions serve but .to mirror the 
opportunities that await us in the further de- 
velopment of agency, a type of business that 
has been very much neglected in many west- 
ern communities. A hard pressed and more 
or less skeptical public when properly ap- 
proached will readily respond to this type 
of service. 

2, 
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FOREIGN TRUST COMPANIES IN OHIO 

The Attorney General of Ohio has rendered 
an opinion advising the State Banking De- 
partment that the admission of a foreign 
trust company as a foreign corporation no 
longer requires the previous filing with the 
Ohio Superintendent of Banks of a certifi- 
eate of authority to exercise trust functions 
in Ohio. Such requirement is dispensed with 
by the provisions of the Ohio Foreign Cor- 
poration Act of 1931. Formerly, under the 
Ohio general code every trust company do- 
ing a trust business in Ohio was required to 
file with the Superintendent of Banks a cer- 
tificate of the Ohio Tax Commission signify- 
ing compliance with all the provisions of the 
law relating to foreign corporations trans- 
acting business within Ohio. The Ohio legis- 
lature of 1931 repealed all of the sections 178 
to 194 of the general code, embracng the pre- 
vious provisions of the statutory law limiting 
the manner of qualification by a foreign cor- 
poration with the exception of sections 190-1, 
193 and 194. In their stead was enacted 
the “Foreign Corporation Act,” of which the 
Attorney General said in his ruling: 

“There are now no provisions for the quali- 
fication of foreign trust companies to do 
business in Ohio other than those contained 
in the Banking Act. The purpose of legis- 
lation should always be considered in the 
interpretation of statutes. The legislature 
in the enactment of the recent ‘Foreign Cor- 
poration Act’ clearly evinced its purpose of 
not including foreign trust companies in its 
provisions and of not requiring foreign trust 
companies, desiring to qualify to engage in 
business within this state, to comply with 
conditions, but rather to leave such corpora- 
tions to the jurisdiction of the Bankinz De- 
partment.” 

The Ohio Attorney General advises the 
Ohio Banking Division that since the enact- 
ment of the “Foreign Corporation Act” of 
1931 no certificate of the Ohio Tax Commis- 
sion as to the compliance of a foreign trust 
company, desiring to become qualified to do 
business in Ohio, with the foreign corporation 
laws of Ohio, need be filed with the Superin- 
tendent of Banks, in order to comply with 
Ohio General Code §710-152. 


Members of the Culver family have cre- 
ated a trust under a permanent foundation 
which will own and operate the Culver Mili- 
tary Academy of Culver, Ind., with assets 
valued at over $6,000,000. 

Total volume of life insurance in force 
for the 137 companies that are members of 
the American Life Convention, is placed at 
$31,396,984,463. 
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¥OR THE NEW RAILROAD 


On February 23, 1832, ceremonies on the slope of Murray Hill marked the breaking of 
ground for New York's first railroad—the New York & Harlem. § In the presence of many 
distinguished guests, thirteen successive blasts were set off in the rock; and the President of 
the road, Fohn Mason, delivered an appropriate address. § Mr. Mason had risen from 
workingman to one of the city’s merchant princes and an authority on investments. He 
was one of the original Trustees of the New York Life Insurance and Trust Company, and 
served as a Director of the Bank of New York for seventeen years. 
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HE Bank of New York and Trust Company stands today as 

the oldest bank in America retaining its original name, and the 
first financial institution employing the word “trust” as part of 
its title. 

It is particular to keep its facilities and services up to the high- 
est standard of modern banking. And since it does not underwrite 
security issues, it can devote undivided thought to the selection 
of investments best suited to the needs of each client. 


BANK of NEW YORK 


and TRUST COMPANY 


Established 1784 
NEW YORK 
CLEA RING HOUSE 48 Watt Street, NEw York 
MEMBERSHIP 
NUMBER ONE Uptown Office: 


* Madison Avenue at 63rd Street 
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HENRY L. DOHERTY BUILDING 
INSTALLS YORK VAULTS 


HIS magnificent building in New York City is the new home 

of the Cities Service Company. From it are directed the ac- 
tivities of this great institution which has over 125 subsidiary 
companies, more than 25,000 employes and operates in 36 states 
as well as in Canada and Mexico. Its securities are owned by 
more than three-quarters of a million people. 


The selection of York Vaults by this great company to protect 
its vast resources is the most recent of many significant tributes 
to York excellence and York preeminence. 


YORK SAFE & LOCK CO. 
YORK, PA. 


Manufacturers and Builders of the 
World’s Greatest Vaults 


BRANCHES: 


New York San Francisco Los Angeles 
Baltimore New Haven Pittsburgh 
Boston Houston Montreal 
Philadelphia Chicago Honolulu 
Seattle Cleveland Paris 
St. Louis Washington Havana 
Tokyo Shanghai 
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ADVANTAGES AND DISADVANTAGES OF MORTGAGE 
POOL FOR TRUST INVESTMENTS 


SOME DANGERS AND INHIBITIONS REVEALED BY RECENT EXPERIENCE 


WILLIAM A. WILSON 
Member of the Bar of Pittsburgh 


(Epitor’s NOTE: 
Bank of Pittsburgh, N. 


Mr. Wilson was formerly vice-president and trust officer of the 
A., and within a period of five years built up a trust department in 


that institution of over $36,000,009. The failure of the Bank of Pittsburgh involved perhaps 
for the first time the problems attending the liquidation of trust funds invested in a mortgage 
pool by means of which trust funds are allocated for investment in a group of mortgages. 
Mr. Wilson dwells upon some of the dangers of conducting a mortgage pool as disclosed 
by experience in Pennsylvania and especially when subjected to liquidation procedure. 
Despite such limitations Mr. Wilson looks upon the mortgage pool plan as a distinct step 
forward in the evolution of trust management.) 


IVE years ago, the legislature of Penn- 

sylvania authorized fiduciaries to invest 

trust funds in a mortgage pool, Many 
trust companies have established mortgage 
pools since the passage of the Act of 1927; 
others still operate under the old system. To 
those who are not familiar with the modus 
operandi of a mortgage pool it may be of 
interest to briefly explain the operation of 
such a pool in the light of our experience. 

A cardinal principle of trust accounting 
has always been that the securities and in- 
vestments held in each trust shall be kept 
separate and distinct one from another. Every 
trust investment must be earmarked as be- 
longing to a particular trust estate. Not 
only was this requirement dictated by ac- 
counting principles, but it was a legal man- 
date. But the constitution just as strictly 
defined the investments which were legal for 
trust funds, namely municipal bonds and 
first mortgages on real estate and insisted 
that funds held in trust must be invested as 
soon as practicable in strict accordance with 
the terms of the will, deed, or other instru- 
ment creating the trust. 

It is also the duty of the fiduciary to ob- 
tain as high a yield as possible within the 
class of securities to which he is restricted. 
Government and municipal bonds may be 
purchased to fit nearly every trust, but the 
income varies inversely to the safety of the 
security. The better the bond, the lower 
the yield. It follows that mortgages on im- 
proved real estate have been, from time im- 
memorial, the most practical and most at- 


tractive investment for trust funds. But how 
to obtain separate mortgages to fit the re- 
quirements of separate trusts is the problem. 
The trusts are dumped in your lap in all con- 
ceivable shapes, mostly curves and angles; 
on the table you have a limited number of 
square mortgages. The jigsaw puzzle for 
the trust officer is to put these blocks to- 
gether into a picture which will appeal to 
the combined eSthetic sense of his customers, 
his board of directors, the bank examiner 
and the Orphans’ Court. 


Problem of the Small Estate 

The problem of the small trust estate is 
the most perplexing. In the urban commu- 
nities, it is impossible to obtain, except oc- 
casionally, attractive mortgages in small 
amounts. The only possible solution of this 
problem was to allocate a large mortgage to 
two or more smaller estates. This plan in 
a sense evades the rule that the investments 
of each trust shall be kept separate and dis- 
tinct. However, each trust estate invested 
in mortgages was given either the whole or 
a part of a specifically earmarked mortgage. 
The X. Y and Z trusts might together own 
the “A” mortgage, but no estates except X. 
Y and Z had any interest in the “A” mort- 
gage, nor did the X, Y and Z trusts have 
any interest in mortgages which were not 
specially allocated to them. This was a very 
logical step forward and was taken without 
the support of enabling legislation. 

The next step, of course, was to allocate 
to a particular trust a pro rata participation 
in a group of mortgages. A number of the 
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bolder spirits among the trust companies took 
that step even before 1927. Some bank ex- 
aminers held that it was in substantial com- 
pliance with the law, while others thought 
otherwise. To cure the uncertainty, a bill 
was introduced in the 1927 session of the 
legislature and was passed. By this act 
trust companies were authorized to assign 
to their various trust estates, participations 
in a general trust fund of mortgages pro- 
vided they designated clearly on their rec- 
ords the bonds and mortgages comprising 
such general trust fund, the names of the 
trust estates participating therein and the 
amounts of the respective participations. The 
act provided that in such cases, no estate 
so participating should be deemed to have 
individual ownership in any bond and mort- 
gage in such fund, and the company should 
have the right at any time to repurchase at 
market value but not less than face value, 
any such bond and mortgage from such fund, 
with the right to substitute other bonds 
and mortgages. 

Sufficient time has elapsed since the pas- 
sage of the act to appraise the results of its 
operation. Does it work? Is it a fair-weath- 
er craft or will it withstand the gales of a 
depression? In short, would you have ad- 
vised your bank to establish a mortgage pool 
five years ago if you had the benefit of your 
present knowledge? A judicial weighing of 
the evidence is the only guide to an answer to 
those questions, Let me first call attention 
to some of the dangers of a mortgage pool. 


Dangers of a Mortgage Pool Revealed by a 
Recent Experience 

It makes the bank a practical guar- 

The 

sum total of the mortgages in the pool must 

always equal the participations which are 


First. 
antor of the mortgages held in the pool. 


outstanding. If a mortgage in the pool is 
defaulted so that it is necessary to foreclose, 
I suppose it would be possible to buy the 
property at the sale for the pool and spread 
the resultant loss, if any, over all the par- 
ticipations, but practically there is not a 
trust company that would do that. They 
would take that mortgage out of the pool 
and replace it with a sound mortgage. The 
bank would absorb the grief and no trust 
customer would know a thing about it. 


You cannot contract with a prospective 
trust customer that you will guarantee his 
investment, or pay to him a guaranteed in- 
come. In the first place, such a contract 
would be ultra vires. You are not given that 
power in your charter, Again, it would cre- 
ate a contingent liability that would not ap- 
pear in your statement and you would soon 
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run afoul of that ever present aid to right- 
eousness, the bank examiner. But what you 
really do, every time you assign to a customer 
a participation in your mortgage pool, is to 
guarantee him a rate of better than 5 per 
cent interest, and 100 per cent of his prin- 
cipal. 

It is very difficult to set up a reserve 
against losses. It could be managed if you 
only had living trusts invested in the pool. 
You could pay a slightly lower rate of in- 
terest to your customer and then after de- 
ducting your 5 per cent commission from 
the gross income from the pool, use the dif- 
ference to create a reserve against losses. 
But you cannot do that with court trusts 
where by law you must account to the ben- 
eficiary for all income received less the com- 
mission you are permitted to charge. It 
would not be fair to saddle all the cost of a 
reserve on your living trusts and you can- 
not afford to use any of the meager commis- 
sion you receive from the court trusts for 
that nurpose, so what are you going to do 
about it? I believe that there should be new 
legislation which would permit fiduciaries to 
charge a reasonable amount above the fees 
allowed now by law to create a reserve 
against lesses, or that fiduciaries should pur- 
chase guaranteed mortgages, charging the 
resultant expense to the estate. 


Mortgage Pool Does Not Carry Its Load 


Losses there are bound to be, even in the 
best regulated mortgage pool. It is mani- 
festly not fair that the bank should absorb 
those losses without a chance to recoup. It 
means that you must charge a higher rate 
on other forms of trust services, and the 
customers of your mortgage pool become a 
favored class. Your mortgage pool, as it is 
now operated, does not carry its load in the 
boat. Let us look the facts in the face. A 
trust amounting to $100,000, under a will, 
seems quite attractive to a trust officer and 
he straightway invests it in his mortgage 
pool. The commission his bank receives from 
that trust is $3800 a year. What does the 
bank do to earn that commission? It re- 
ceives applications for a number of mortgages 
and has the properties appraised. 

Probably one out of three applications re- 
sult in a loan being approved. It has the 
titles insured and the mortgages recorded. 
Does the trust officer sit back at his ease 
and receive the interest as at regular inter- 
vals it comes in of its own accord? Not 
at all. He must be meticulously careful 
about the expiration of insurance policies, 
the payment of taxes, the collection of in- 
terest and possibly installments of principal. 
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If business stays good, and the mortgagor 
keeps his health and his job, if council doesn’t 
suddenly repeal a zoning ordinance, or the 
character of the neighborhood doesn’t change 
overnight, all will be well. But woe be it, if 
any one of these things happen. How quick- 
ly your $3800 annual commission can vanish 
into thin air. You cannot call in all the 
hundreds of participants and tell them your 
troubles. You quietly remove the limping 
mortgage from the pool and work it out the 
best you can for the bank. It is replaced in 
the pool by a sound and healthy mortgage 
and the widow receives her quarterly check. 

If you now operate a mortgage pool or 
contemplate establishing one, I cannot be 
too emphatie in cautioning you to scan most 
carefully the appraisements of the properties 
before approving the loans. Do not allow 
any mortgages to get into the pool unless they 
are as sound as human judgment can make 
them. A mortgage pool is not unlike the 
pool of Bethesda that we read about in the 
Bible. The lame and the halt are always 
waiting on the bank to step in, but, unfor- 
tunately, when the angel troubles the waters, 
there is no miraculous healing of an impotent 
mortgage. 


Danger of Competition With Other 
Departments 

The second danger of a mortgage pool is 
an outgrowth of the first. Because of the at- 
tractive yield and the almost certain safety 
of the principal, there is grave danger that 
your trust department may become an active 
competitor of your savings department and 
to a lesser degree of your banking depart- 
ment. There is a great temptation to put 
funds to work at 5 per cent or better, when a 
man knows that he is secured, first, by the 
mortgages in your pool, and second, by the 
capital and surplus of your institution. The 
trust agreements of many banks permit of 
the adding to or withdrawing trust funds at 
will or at most after very short notice. 

In the trust department with which I was 
connected I am sure there were numerous ac- 
counts that were in reality 5 per cent demand 
deposits. You should accept no voluntary 
trust for investment in a mortgage pool un- 
less you are satisfied that it is to be left in 
trust for an indefinite length of time. No- 
tice of withdrawal should be at least as 
stringent as in the case of a savings account, 
and if the trust is revoked or principal with- 
drawn, except for good reason shown, there 
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should be a charge on principal that would 
repay you for the service rendered and at 
the same time discourage the establishment 
of any but perfectly legitimate trusts. 

A trust department should never be a com- 
petitor of other departments in the bank. 
It has no right to accept deposits. To do so 
is not fair either to your own bank or to 
your competitors. I need not tell trust men 
of the various disguises that a depositor uses 
when he wants them to think he is a legiti- 
mate trust customer, The reasons sound 
plausible. The voice is Jacob’s voice, but 
the hands are the hands of Esau. You are 
a smart man if you withhold from such a 
customer your blessing. 


Inconvenience of Liquidating 

The third and final disadvantage of a 
mortgage pool that I would call your atten- 
tion to is the inconvenience of liquidating 
it in ease of the voluntary or involuntary 
liquidation of your bank. The inventors of 
the mortgage pool provided it with a quiet 
running engine and a comfortable custom- 
made body. They designed with nicety every- 
thing from the bumpers to the gear shift, but 
they entirely forgot the brakes. The mort- 
gage pool has exceedingly poor terminal fa- 
cilities. 

The closing of a bank is never consciously 
anticipated, but unfortunately we have 
learned that such a possibility cannot be 
entirely ignored. It is almost always a trag- 
edy for the depositors and stockholders, but, 
except for certain inconveniences in the 
transfer of trust funds to substituted fidu- 
ciaries, there should be no loss to trust es- 
tates in a closed bank. The trust funds are 


never mingled with the assets of the bank 
and even funds deposited in the banking de- 
partment, awaiting distribution, are by law 
protected by pledged bonds. 

When the Bank of Pittsburgh failed. I had 
no concern about the thirty-odd million of 
securities which it held in its trust depart- 
ment, for various accounts. The receiver 
could and would deliver them to their right- 
ful owners or to substituted trustees. But 
I confess that I was greatly concerned as 
to how the five million dollars of trust funds 
invested in the mortgage pool could be ob- 
tained for the more than four hundred ac- 
counts which were represented in that pool. 
If each mortgage had been earmarked as 
belonging to a particular trust, the receiver 
could have divided unto each his portion. 
3ut by the very language of the Act of As- 
sembly creating mortgage pools, was it not 
provided “that no estate so participating 
shall be deemed to have individual owner- 
ship in any bond and mortgage in such fund”? 
There were no precedents to guide us. 


Effect of Bank Failure 

So far as I know, this was the first time 
that a bank which operated a mortgage pool 
had gone into liquidation. The case was 
further complicated by the fact that the 
Bank of Pittsburgh was a national bank and 
the question of conflict of jurisdiction be- 
tween the state and federal courts had to be 
considered. There was only one answer. The 
pool must be liquidated. But, by whom? 

It seemed to some of us that the manage- 
ment and liquidation of five million dollars 
worth of mortgages, especially in these troub- 
lous times, could only be adequately accom- 
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plished by a trustee equipped with the proper 
machinery of a real estate department and 
with up-to-the-minute information about 1lo- 
cal conditions, A receiver with no personal 
knowledge of local conditions and with the 
multitudinous duties incident to the liquida- 
tion of a large commercial bank could not 
possibly do the job. Fortunately for the 
participants in the mortgage pool, C. O. 
Thomas, the receiver of the bank, is a man 
of exceptionally broad vision, and the judges 
of the Orphans’ Court of Allegheny County 
combine in a marked degree erudition and 
good common sense. 

The receiver submitted himself without 
quibble to the jurisdiction of the Orphans’ 
Court and that court promptly appointed a 
well equipped trust company in Pittsburgh 
as substituted trustee for the general trust 
fund of mortgages formerly held by the Bank 
of Pittsburgh. The pool is now being liquid- 
ated. It is too early to prophesy as to the 
ultimate success, but I am glad to say that 
the interest is being collected with surpris- 
ingly few defaults, and the income is being 
paid to the participants with little or no com- 
plaint from them. In very few cases, is it 
possible for mortgages which have matured, 
to be refinanced at this time. The trustee 


must await a pick-up in business, before it 
insists on the payment of principal. The 
outcome is in the lap of the gods, 


Advantages of the Mortgage Pool 


I have dwelt at such length on the disad- 
vantages of the mortgage pool, that I have 
but little time left to speak of its advantages. 
In my judgment the advantages more than 
counterbalance the disadvantages. I believe 
that the basic principle of a mortgage pool 
is sound. I do not know of any investment 
that could have been made with trust funds, 
over the last few years, that will show a 
better return and less depreciation than the 
investments in a carefully selected mortgage 
pool. 

The advantages are apparent. For simplic- 
ity of operation, from the viewpoint of a trust 
officer, there can be no question of its su- 
periority over the old system. It enables you 
to promptly put trust funds to work, as soon 
as they are received and permits you to keep 
those funds at work up to the day of dis- 
tribution. It is an ideally liquid investment. 
From the standpoint of the customer, there 
can be little question of its merit. 

A particular mortgage assigned to a trust 
estate may go sour, notwithstanding the ut- 
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CTS in all trust capac- 

ities. Trust accounts 

managed aggregate more 
than $220,000,000. 


APITAL, Surplus and 

undivided profits 
more than $10,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 


most care in its selection, If that investment 
results in loss, under the old system, all the 
loss will fall on the unfortunate estate to 
which it was assigned. But it is almost un- 
thinkable that enough mortgages would re- 
sult in loss, sufficient to affect materially the 
security of a mortgage pool of any consid- 
erable size. What loss there might be, would 
be thinly spread over all the trusts rather 
than falling on a few. When we add to that, 
the practical guarantee of a solvent bank, 
there can be little argument that the trust 
customer is better protected by a mortgage 
pool than by assigning to him particular 
mortgages. And is it not the safety and 
satisfaction of your customers that you are 
all striving for? 

The dangers of the mortgage pool are al- 
most all dangers for the bank and not for 
the customer. Those dangers can be over- 
come by care and still more care in the se- 
lection of your mortgages and in the selec- 
tion of your customers. I believe that the 
charges you make are not adequate for the 
service you render and the security you af- 
ford. I do believe that by contract, where 
you can, and by legislation in the case of 
court trusts, you should be recompensed more 
adequately for this particular type of service. 


Ancillary Service 
in Minnesota 
geal needing probate or 


other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 


I have seen the working of the mortgage 
pool in fair weather and in foul. It is a 
human institution and, as all such institu- 
tions, it has its limitations, but it is my firm 
belief that it is a step forward in the evolu- 
tion of trust management. Like an impetu- 
ous child, it has given me times of anxiety 
and concern, but with all its faults, I love 
it still. 

Bo Me 

The City Bank Farmers Trust Company 
of New York and LeRoy T. Stratton have 
been named as executors in the will of the 
late William T. James, for a number of years 
president of the Queens County Savings 
Bank. The estate is valued at close to one 
million dollars. 

The Davenport Bank & Trust Company of 
Davenport, Ia., is being organized with capi- 
tal of $600,000 and surplus of $300,000. E. P. 
Adler will be president and V. O. Figge, ex- 
ecutive vice-president. 

The New York Trust Company has de- 
clared the regular quarterly dividend of $1.25 
per share on capital stock payable June 30th. 

The Chase National Bank of New York 
has been appointed registrar for the no par 
value capital stock of Mayflower Associates, 
Ine. 
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Philadelphia’s 
Largest and Oldest 
Bank 


The Philadelphia National Bank began business 
more than one hundred and twenty-eight years 
ago. Today this institution still holds its position 
of leadership among the larger and older banks 
of the country. 


To have survived the crises and changes of more 
than a century is an indication of strength and 
soundness. To have maintained leadership in 
the face of changing times and methods is the 
test of service consistently efficient. 


Age should mean something other than mere will 
to survive; greatness, more than an accumulation 
of figures. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL, SURPLUS and PROFITS - $46,000,000 
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PRIME LESSONS FROM RECENT EXPERIENCE IN LOAN 
ADMINISTRATION 


BANKING FATALITIES TRACEABLE CHIEFLY TO PORTFOLIO OF LOANS 
AND INVESTMENTS 


VAL H. MURREL 


President, Continental-American Bank and Trust Company, Shreveport, La. 


(Epitor’s Notre: Mr. Murrel bases his observations on bank loan administration, 
not upon generalities but from actual experience in connection with the absorption by his 
bank of two institutions with badly impaired capital and the liquidation of another bank 
which is being conducted by the trust department. His conclusions are deserving of serious 
consideration by executive and loan officers of small as well as large banks.) 


MONG the thousands of banks which 

have closed their doors in recent 

years it is remarkable to note that 

only rarely is such banking fatality due to 

¥Sdefalcation. Protection against such hazard 

is too cheap not to be provided, The fact that 

the great majority of failures have been 

honest ones, so to speak, does not relieve the 

situation. The trouble has almost always 

been found in one place, namely the bank’s 
portfolio and its investment policy. 

We have had before us many examples 
of how banks should not be operated. This 
indictment is intended not only for the small 
town banker, for the city banker has cer- 
tainly demonstrated to himself and to us 
how foreign loans should not be made. The 
bank with which we happen ‘to be connected 
is a result of a merger of two banks whose 
entire capital structure had to be replaced. 
Through our trust department we are han- 
dling the liquidation of another bank whose 
‘apital account and assessment privilege have 
been charged off. Two million dollars in 
losses have been sustained by these institu- 
tions and it has been interesting to note how 
the losses could be charged to a few mistakes 
which are, we believe, common to our entire 
banking system. 


Sock of Diversification 

These banks had a 
chiefly of farmers, large planters who culti- 
vate thousands of acres of high-grade lands. 


clientele consisting 


Cotton was the one money crop. It has been 
the custom of these planters to borrow heav- 
ily every season and when times were good 
they liquidated their loans in the fall. If 
a surplus was left they bought more land 


and a vicious circle was begun. 
never to have occurred to them that. they 
should accumulate a working capital of their 
own and so be independent. Almost without 
exception they have depended on the banks 
for current financing. Such business was 
very profitable when times were good. But 
when several years of excessively low prices 
came and in some cases poor yield, the result 
Was a large number of heavy frozen loans 
at times when deposits were rapidly declin- 
ing. The banks were faced with the neces- 
sity of having to continue financing or else 
take their losses, and could do neither. No 
bank which limits its investments to one 


It appears. 


: - : 3 ‘i v 
line can survive when that line of business 


is seriously affected by economic conditions. 


Concentration of Credits 

In many instances we have found where 
dangerous and sometimes disastrous concen- 
tration of credits have occurred because in 
prosperous years large compensating balances 
have been carried. Those accounts appeared 
to be highly profitable but there came a time 
when the principal business about which 
these accounts were clustered had need for 
their ready cash and used their balances. 
There were left in the bank’s files a group 
of large loans which could not be collected 
because the business on which they depended 
for liquidation was in distress itself. True 
the safety of the loans may be beyond ques- 
tion; the actual value may be in the collat- 
eral but there is no liquidity. In their very 
size lies their greatest danger. 

It is a basic law of commercial banking 
that capital loans should not be carried. Any 
loan that runs continuously is a capital loan 


v 
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In Western Washington 


—you are assured of cordial cooperation in the conduct of any agency 
matter, as evidenced by the sound and steady growth of this institution 
during more than forty-five years of comprehensive banking service. 


TRUST DEPARTMENT 


Che National Bank of Caroma 


regardless of the condition reflected in the 
borrower's statement. We all make too many 
loans that are considered safe and profitable, 
yet they are never liquidated until they are 
called for payment. This results in a slow 
turnover in the bank’s portfolio, The loan 
committee periodically looks at the borrow- 
er’s statement, ascertains whether the re- 
quired balance is maintained and cheerfully 
renews the paper continuously. 


When Liquid Programs Came too Late 
As always happens a time of declining de- 


posits comes and the bank finds it necessary 
to adopt a program of liquidation of loans. 
The same condition that makes it necessary 
for one bank to call loans makes it difficult 
for a customer to transfer his paper to an- 


other institution. We then find that we have 
frozen loans and the disgruntled customers 
spread the word that the bank is in bad con- 
dition and is forcing its customers to the 
wall. The loss of good will and the unfavor- 
able reaction on the part of the public often 
prove disastrous to the bank. 

Too many bankers do not think of liquefy- 
ing their institutions until a depression 
comes. Would it not be wiser to keep this 
in mind under normal conditions when the 
task would be less difficult? The observance 
of such a policy may not always be pleasing 
to the borrowing customer, but it will keep 
your depositors happy. It is the non-borrow- 
ing customer who deserves first considera- 
tion at all times. The continuous borrower 
usually has on deposit in the bank nothing 
except a portion of the money which you 
have loaned him. 

If a conservative loan policy does not suit 
the continuous borrower, he has the privi- 
lege of paying up and closing his account. 
Such action on his part does not impair the 
bank’s good will if the institution enjoys the 
reputation for conservative management. We 
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who call ourselves bankers display too much 
lack of courage—or maybe cowardice would 
be a better word—by permitting borrowing 
customers to make use of the depositors’ 
money through loans on terms that suit just 
the borrower. Nothing but liquid, current 
loans have a place in the portfolio of a com- 
mercial bank and definite dates for repay- 
ment should be required. Do not wait until 
the bank needs liquidation to meet its re- 
serve requirements to collect capital or con- 
tinuous loans. 


Mortality Attributed to Real Estate Loans 


If there is any one type of loans to which 
can be traced the greatest mortality in banks 
it is those made on the security of real estate. 
This is a rule so universally recognized that 
little need be said on the subject. The na- 
tional banking system, to a large extent, 
safeguards national banks from the evil of 
handling real estate loans. Even so, too 
many loans on this type of security find their 
way into the portfolio of banks operating un- 
der a national charter. There have been 
times when mortgages represented sound ecol- 
lateral values. There will be such times 
again. But banks must operate knowing that 
depressions in real estate values are the rule 
and not the exception. The banker who al- 
lows any considerable amount of his assets 
to be invested in such loans is headed for 
certain trouble as sure as time passes. There 
is a place for such financing, but it has none 
in a commercial bank. 


These are a few of the outstanding recent 
lessons in loan administration. They are not 
new. We have heard them many times. We 
knew they were theoretically true. They 
have been made practical to us during the 
past few months. Because of gross violation 
of these rules, many large and small banks 
throughout this country have had to close 


(Continued or’ page 759) 
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American... in name 
and ownership 


EVERY state in the Union is 
well represented among the stock- 
holders of the American Tele- 
phone and Telegraph Company. 
They include men and women 
in all walks of life — executives, 
laborers, clerks—a vast invest- 
ment democracy. 

No one person owns as much 
as one per cent of the outstand- 
ing shares, the average number of 
shares held being less than thirty. 
Such widespread and diffused 
ownership imposes an unusual 


obligation on the management to 
see to it that the savings of these 
more than 650,000 people are 
secure and remain so. 

An indication of how faithfully 
this public trust has been carried 
out is the fact that dividend pay- 
ments by the American Tele- 
phone and Telegraph Company 
and its predecessor have been 
uninterrupted over a period of 
more than fifty years. 

May we send you a copy of our 
booklet, ““Some Financial Facts’ ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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Capital $4,000,000.00 
Surplus and Undivided Profits - 10,703,464.99 _ 
Personal Trust Funds - - 161,000,000.00 | 
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PRESENT OPPORTUNITIES FOR NEW TRUST BUSINESS 


KEEP TRUST DEPARTMENT ACTIVITIES IN HIGH GEAR 


ARNOLD F. BRUNKOW 
Associate Trust Officer, The Old National Bank and Union Trust Company, Spokane, Wash. 


(Epiror’s Norte: 


Mr. Brunkow brings confirmation to the conclusion frequently ad- 


vanced in these pages thal the “depression complex’ should have no part in the program of 
trust department work, save to stimulate to more vigorous cultivation for new business and 
impressing the doctrine of trust service. It is significant that trust departments which have 
maintained their new business efforts, especially through advertising and personal solicita- 
tion have almost without exception, been able to report favorable records of increase in trust 
business, particularly the creation of living and life insurance trusts as well as in estate- 
planning. Mr. Brunkow brings an invigorating message on a background of actual experience.) 


OR those of us who are engaged in the 
trust business it should be highly grati- 
fying to know that our line of endeavor 

is one of ‘the very few which during the past 
few years of adverse business conditions has 
shown a consistent growth. 

Some of the reasons for this unusual 
growth may be summed up as follows: 

The inability of the average investor to 
cope with the intricacies of modern invest- 
ment problems has prompted him to create 
a living trust; 

Reviewing his own mistakes in the mat- 
ter of investments, the individual who 
wishes to continue management of his prop- 
erty during his lifetime has come to the 
conclusion that his beneficiaries will have 
even more difficulty in handling financial 
affairs, and he has therefore named a 
corporate executor and trustee in his will; 

The possibility of changes in the living 
conditions in the future and other family 
requirements which may arise has pointed 
out the importance of flexibility in the ad- 
ministration of life insurance funds and 
has resulted in many new life insurance 
trusts; 

The changes in taxation schedules em- 
phasize the importance of a sound “estate 
plan” which will take advantage of every 
legitimate reduction ; 

A wider knowledge on the part of the 
publie regarding fiduciary services and the 
exceptional safeguards which surround 
trust funds has influenced many individ- 
uals to avail themselves of this service. 
That there are many opportunities for the 


development of new trust business is evi- 
denced by the gains made by banks and trust 
companies which are aggressively going out 
after this business through advertising and 
person solicitation. Here are some outstand- 
ing examples which have been reported by 
the Trust Division of the American Bankers 
Association in recent months. 


A. F. BRUNKOW 


Associate Trust Officer, Old National Bank and Union 
Trust Company of Spokane 
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Outstanding Examples of Achievement in through newspaper advertising. Our trust 


Trust Business 

The Mississippi Valley Trust Company in 
St. Louis showed an increase of about 40 
per cent in new business in 1931 as compared 
to 1930, their best previous year. The great- 
est gain of this company was made in the 
field of living trusts. The First Wisconsin 
Trust Company of Milwaukee is another ex- 
ample of enterprising work. They report a 
40 per cent increase in living trusts and a 
substantial increase in the number of wills. 
The Security-First National Bank of Los An- 
geles, in the first eight months of 1951, shows 
an increase that exceeded by 6 per cent the 
value of new business secured in the entire 
year of 1930. More favorable news comes 
from the Trust Company of Georgia at At- 
lanta. This institution shows, in the valua- 
tion of wills and trusts received in 1931, an 
increase of $7,785,650, representing an in- 
crease of about 40 per cent over those re- 
ceived in 1930. Many other banks and trust 
companies throughout the country would un- 
doubtedly show similar gains were the fig- 
ures available. 

The important feature of the successful 
stories that have been cited is the fact that 
all of these successful institutions have put 
forth extra efforts in their general advertis- 
ing, in their direct mail efforts, and in their 
personal solicitation work. 


Most Effective Medium in Securing New 
Business 


The three mediums employed in obtaining 
new trust business will be discussed in the 
order named with the view of determining 
the best method to be used in each case. Our 
recommendations are naturally based on our 
own experience in this work. Before any 
active program can be carried out, people 
must know of the estate services your com- 
pany can render. This basic educational 
work, of course, can best be accomplished 


ads take up approximately one-third of our 
complete newspaper appropriations. The copy 
for these ads is written in a simple style 
which will best explain to the layman the 
services we render. 

Although many banks and trust companies 
rely on illustrations to arrest attention, we 
find that an exclusive position on the edi- 
torial page, such as we contract for, and an 
eye-catching headline serve equally well. We 
believe that a good type set-up, with ample 
white space, serves to give added dignity and 
gains the readers’ attention just as effec- 
tively. From the very beginning of our trust 
advertising, twenty-five years ago, we have 
endeavored to refrain from the “fear” appeal 
—that is, we do not refer directly to death 
in relation to trust matters. Such a direct 
reference naturally places the prospect in an 
unpleasant frame of mind and causes him 
to avoid a discussion of the subject. It has 
also been our policy to refrain from casting 
reflections on the ability of the wife to carry 
on as executrix of her husband’s estate. As 
most trust plans are naturally discussed be- 
tween the prospect and his wife, we believe 
it is unwise to belittle her ability. In our 
opinion, it is preferable to point out the 
expert aid and the relief from responsibility 
which the beneficiary will enjoy under our 
plan. The protective features and savings 
which will be effected for the estate are also 
stressed. 


Playing the Game With Attorneys 

We have come to the conclusion that ref- 
erence to very large estates left in trust such 
as the Wrigley and the Judge Gary estates 
for example, frequently results in an un- 
favorable reaction in a community of our 
type where estates are moderate in size. 
People very often assume that because their 
estates are more modest than those men- 
tioned, we would not be willing to handle 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 Broapway 
New York 


them. Above all, in our advertising, we try 
to “play ball” with our local attorneys and 
with our life insurance underwriters. We 
never miss an opportunity to encourage the 
sale of life insurance as a tie-in with our 
trust copy, nor do we neglect to mention that 
the prospect’s attorney is the proper individ- 
ual to draw his will. This spirit of coopera- 
tion with both of these groups has led to 
some very profitable unsolicited business. 

3ut how, you might well ask, can we ad- 
vertise the trust department to such a de- 
gree when advertising budgets have been gen- 
erally decreased? We have always worked 
under the assumption that our trust ads act 
in a double capacity: to sell estate services, 
and to build up institutional prestige. This 
feeling has been particularly well brought 
out by M. J. Campbell, of the Marine Mid- 
land group who says, “As for the type of copy 
to be run at the present time, there is noth- 
ing that reflects strength, stability, and ex- 
perience more than good trust copy. True, it 
may appeal only to a small percentage of 
readers, but layouts that are dignified in 
appearance and copy that implies strength 
should have the right effect on all readers.” 
The copy used in advertising the trust depart- 
ment is especially valuable at this time and 


175 REMSEN STREET 
BROOKLYN 


affords an opportunity to do a good turn to 
the commercial, savings and other depart- 
ments during a period when it is difficult to 
determine just how to advertise them. There- 
fore, we feel justified in charging a portion 
of our trust advertising to all departments 
of the bank. 


What to Lay Stress Upon 


The copy employed in our ads stresses the 
stability of our institution, its continuous ex- 
istence, and the constant supervision of trust 
assets by the examining departments of the 
state and national banking departments. We 
refer to the men who have charge of the 
policies of the bank, and we explain that 
they also function as a board of directors for 
each individual estate. In our regular 
Comptroller’s call statement, we incorporate 
separately, of course, the figures for the trust 
department. These figures are constantly 
growing and add to the prestige of the entire 
institution. And while we are discussing the 
subject of newspapers, we might point out 


that there is a wealth of material coming up 


in trust business day after day which can 
well be turned into news stories, eagerly wel- 
comed by the press. 


For our more direct selling efforts, we 
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Service in Canada 


We invite correspondence 
with United States cor- 
porations and individuals 
requiring a trustee to deal 
with Canadian assets. 


National Trust 


Company, Limited 
Capitaland Reserve ... $6,000,000 
Assets under Administration, $265,000,000 
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make extensive use of direct mail. The effi- 
“acy of this medium depends a great deal on 
the correctness of the mailing list, and on 
the financial standing of those being reached. 
Every means of getting new names is util- 
ized. On this list are the directors and stock- 
holders of our bank; the officials of indus- 
trial concerns; prominent doctors, lawyers 
and dentists; large depositors of our savings 
and commercial departments; large taxpay- 
ers; and beneficiaries of wills. So fast does 
this list grow that it soons becomes a matter 
of selection to keep it within the bounds of 
the budget. These names must be constantly 
checked with death notices. Society columns 
should be watched for notices of new ar- 
rivals to the city and for word of those who 
have left. Only by ceaseless daily efforts can 
the all-important mailing list be effective. 


Importance of the Personal Note 

It is important that this list be under the 
direct supervision of one of the trust officers 
who has access to the credit files of the 
bank. He is then in a position to better 
know the financial standing of the people 
in the community. The direct mail material 
sent out to this list should be of the best 
quality, and always be sent by first-class 


mail. Only by this means can a prospect be 
impressed with the dignity and the confiden- 
tial nature of trust service. It is the per- 
sonal tone which may be used in a letter 
which makes this form of advertising of such 
value, and in order to achieve this warm note 
in a letter it must be apparent from the 
make-up and composition that it is not a 
general form letter. Even if it is widely cir- 
cularized, it should be multigraphed and the 
salutation “matched in” in a most expert 
manner. 

The composition of the letter should con- 
form as much as possible to the dictates of 
modern business letter writing. Say what 
you have to say in the most direct and cour- 
teous manner. Rather than go into lengthy 
explanation of the particular estate service 
you wish to sell, an attractive booklet or 
folder enclosed with the letter will accom- 
plish the desired result more effectively. In 
our opinion, six mailings of trust literature 
during a twelve month period is ample. Our 
experience in this connection has shown that 
more frequent mailings sometimes brings 
complaints from recipients that we are re- 
minding them too often of will making and 
the thoughts which this subject brings to 
mind. 


Essence of Successful Solicitation 

Are we making the most of closing pros- 
pects when they call at the trust department 
or write to us as a result of our newspaper 
or direct mail advertising? There is a ten- 
dency on the part of some trust officers and 
employees, whose principal duty consists of 
administering accounts already on the books 
to feel that they haven’t the time to close 
the individual as a living trust or life insur- 
ance trust customer, nor to take the time to 
accompany the prospect to his attorney to 
have a will prepared. We believe that the 
results are obtainable if someone with 
available to take care 
of those seeking information or _ assist- 
ance through trust service. This trust sales- 
man naturally becomes available for follow- 
up work in obtaining trust business from 
callers at the trust department and those re- 
questing information by mail. 

Many banks have men in the field on full 
time for the personal solicitation of trust 
business, and, according to reports to various 
fiduciary and financial advertising associa- 
tions, are producing excellent immediate re- 
sults. The activities of the trust department 
of our institution along this line were in- 
augurated about three years ago. One officer 
devotes about two-thirds of his time to out- 


best 
sales experience is 
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@ Keeps up to date the full infor- 
mation on: 


- Documents necessary when transfer is 
by an Executor or Administrator. 
. When a Court Order is necessary before 
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transfer. 

When an Inheritance Tax Waiver is nec- 

essary (and how and where to obtain). 

- Documents necessary when transfer is 
by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

- Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

3. When copy of Will must be submitted 
and points in it to be noted. 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 
Documents necessary when transfer is 
* by a Receiver. 
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120 Broadway, New York, N. Y. 


is the only member of the 
staff engaged in this work. Our personal 
contact work is more of an educational na- 
ture, and we do not attempt high-pressure 
salesmanship. We feel that personal solici- 
tation is required to augment our advertis- 
ing program. The prospect, usually prone 
to procrastinate in will-making and estate 
affairs anyway, not seem to visualize 
from advertising literature just how trust 
service can be utilized for the benefit of him- 
self or family. It requires personal contact 
to show him how his particular requirements 
can be met. We believe that we are render- 
ing’ a real service to the substantial property 
owner by acquainting him more in detail 
with the service which is available for him 
through the trust department. While pri- 
marily this service is of an educational na- 
ture, yet through the personal contact work 
we are steadily adding to the number of liv- 
ing and life insurance trusts on our books, 
and we are instrumental in getting people to 
make wills in which the bank named in 
some trust capacity, where otherwise action 
would be deferred. 

The natural tendency to defer taking ac- 
tion in estate matters on the part of Mr. 
Average Citizen necessitates constant activity 


side calls and 


does 


is 





on the part of the trust companies and banks 
in the form of personal solicitation and ad- 
vertising, if we expect to build and develop 
the potential trust business of our commu- 
nities in the shortest possible time. 
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LEGAL INVESTMENTS UNDER 
WISCONSIN STATUTES 

The First Wisconsin Company of Milwau- 
kee, investment unit of the Wisconsin Bank- 
shares Group, has prepared and issued in 
booklet form the requirements for invest- 
ments qualifying for trust and insurance 
funds under Wisconsin statutes. The compi- 
lation affords a ready comparison of and 
sets forth the qualifications as applying re- 
spectively to various types of investments, 
embracing governments, municipal, railroad, 
public utility, real estate, land bank bonds, 
building and loan association stock, collat- 
eral loans and summarizing the statutes as 
to investment limits. Copies of this compila- 
tion are available by addressing the First 
Wisconsin Company. 


o, 
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Alexander FP. Reed, vice-president of the 
Fidelity Trust Company of Pittsburgh has 
been named a member of the executive coun- 
cil of the American Bankers Association. 
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Though this bank and all banks in the 
Marine Midland Group are autonomous 
in every way, an unusual intimacy exists 
between us. As New York City member of 
the Group, we have been able to live with 
the problems and study the needs of mem- 
ber banks throughout the state. We have 
built a correspondent service which, these 
members tell us, is more to their measure 
than any service they had used before. 


While this service was made possible by 
group banking, it is not limited to Marine 
Midland members. It is just as ideal for 
banks all over the country, whether they 
are larger or smaller than those in our 
group. We should be glad to have you 
inquire further. 


THE MARINE MIDLAND TRUST COMPANY 
OF NEW YORK 


Main Office: 120 Broadway, New York City 
MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


There are Marine Midland Banks in these New York State Cities: 


NEW YORK CITY e TROY 


MALONE 


OSWEGO WATERTOWN” e 


BINGHAMTON JOHNSON CITY CORTLAND ENDICOTT e ROCHESTER 


BATAVIA ALBION & 
TONAWANDA 


NIAGARA FALLS 
NORTH TONAWANDA 


LOCKPORT 
EAST AURORA 


MEDINA 
2 BUFFALO 


SNYDER LACKAWANNA JAMESTOWN 





INTERPRETATION OF PROPOSED UNIFORM PRINCIPAL 
AND INCOME ACT 


IMPORTANT STEP TOWARD STANDARDIZATION OF TRUST 
LAW AND PROCEDURE 


CHARLES E. CLARK 
Dean of Yale University School of Law, New Haven, Conn. 


(Epitor’s NoTtE: Dean Clark was official draftsman of the special committee ap- 
pointed by the National Conference of Commissioners on Uniform State Laws to draft a 
uniform principal and income law governing trust administration, which received final 
approval at the last annual conference and the full text of which was published in the 
October, 1931 issue of Trust CoMPANIES Magazine. Two important provisions are those 
which deal with the disposition of share dividends as between life tenants and remainder- 
men and the treatment of premium and discount bonds. The following analysis by Dean 
Clark presents reasons for adoption of the act which is adaptable for legislative action 
in all the states. Oregon was the first state to adopt the new law and bills to the same 


effect are pending in a number of legislatures.) 


N 1924 the National Conference of Com- 

missioners on Uniform State Laws acting 

in response to suggestions from various 
sources, including a communication from the 
Association of the Bar of the City of New 
York, appointed a special committee on cor- 
pus and _ income. This committee was 
charged with the duty of studying the sub- 
ject of the distribution of principal and in- 
come between tenants and remaindermen in 
trust and other estates in property, and, if 
deemed advisable, of presenting a tentative 
draft of a statute to the Conference. 

The committee decided that the subject 
was one appropriate for uniform legislation 
and, appointing the writer as draftsman, 
submitted four different drafts of an act to 
four separate annual Conferences from 1928 
to 1931. In the latter year the final draft 
of the Uniform Principal and Income Act 
was unanimously approved by all the Com- 
missioners present and later was likewise 
approved by the American Bar Association. 

While the drafting committee and the Con- 
ference are alone responsible for the form 
of the Act, nevertheless they have had the 
benefit of frequent consultations with various 
parties interested in the law of the subject, 
including fiduciaries of trust estates. Among 
others, the Act has been presented to the 
Trust Division of the American Bankers As- 
sociation, from whom sympathetic advice has 
been received. The general demand for such 
an act is perhaps shown by the fact that even 
before its approval by the Conference, and 
without authorization by that body, it was 


offered for adoption to several legislatures 
and was in fact adopted as a statute, before 
it received its final form, by the State of 
Oregon in the spring of 1931. 


Clarifies Administration of Trust Estates 

The chief advantage of the Act is that it 
clarifies a doubtful and difficult portion of 
the law. In the administration of trust es- 
tates, due to the widespread distribution of 
investment securities throughout the country, 
uniformity of legal rules concerning principal 
and income in the various states is highly 
important and desirable. Fully as important, 
however, is the formulation of clear and 
workable principles for the subject. In all 
eases the intent of the settlor or creator of 
the trust should govern, and this is carefully 
safeguarded in Section 2 of the Act. Never- 
theless experience shows that settlors are 
unable to foresee the difficult and involved 
questions which may arise from even the 
more simple forms of estates with divided 
ownership. It is now not unusual for settlors 
to commit to trustees discretion as to the 
determination of principal and income, and 
such course is authorized under the Act. By 
the common law trustees are, however, with- 
out any definite standard as to how they 
shall exercise their discretion. The Act states 
principles which may be taken by trustees 
as outlining the normal course which they 
may safely follow unless peculiar circum- 
stances dictate some variation. 

A general plan under the Act has been to 
select in all cases as simple and workable 
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a rule as seems possible. It is thought that 
settlors in so far as they have given thought 
to the problem would naturally prefer such 
a rule rather than one difficult of application 
and perhaps requiring extensive bookkeeping. 
Both theory and practical utility would seem 
to favor this course. 
Disposition of Share Dividends 

How this plan has been followed may be 
indicated by reference to two of the most 
controversial subjects covered by the Act, 
namely the disposition of share dividends 
(Section 5), and the treatment of premium 
and discount bonds (Section 6). As to the 
former the Act adopts the so-called Massa- 
chusetts rule, followed in England, the Unit- 
ed States Supreme Court, New York (recent- 
ly by statute), Ohio, and other large com- 
mercial states. In effect, it is that the form 
of dividend determines its allocation, and 
that share dividends (the so-called “stock 
dividends” payable in shares of stock) are 
attributed to principal and cash dividends to 
income. 

The rule is simple and obviously convenient 
of application; it also seems theoretically 
sound. It accepts the judgment of the cor- 
poration officials themselves, shown in de- 
claring the dividend, as the most objective 
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standard available as to what assets should 
be distributed in cash and what should be 
retained in the corporation. There is no 
clear opposing rule, although there are vari- 
ations of the so-called Pennsylvania rule call- 
ing for some apportionment of share divi- 
dends between tenant and remainderman, In 
some jurisdictions purporting to follow this 
rule it is applied only to share dividends, not 
to similar receipts such as those from the 
sale of share rights: only in a limited num- 
ber of states is the logical conclusion accept- 
ed of applying it to all such receipts. 

It is obviously an attempt to secure a fairer 
adjustment than is thought to be possible 
under the other rule. On the surface it has 
an appearance of achieving this result, but 
this, it is believed, does not bear analysis. 
The theory is that part of the share dividend 
representing earnings of the corporation dur- 
ing the period of a tenancy is to be assigned 
to the tenant. The required computation can- 
not be made, however, without knowing the 
sum to be assumed as capital assets at the 
beginning of the period and thus affording 
a basis for determining the increase during 
the period. A valuation of a corporation per- 
haps located in a distant state by persons 
entirely unfamiliar with it, and for no pur- 
pose making such value a real indication of 
corporate worth in the open market, pre- 
sents all the difficulties, even the unrealities, 
inherent in much of current public utility 
valuation. 

The Pennsylvania courts have suggested 
that book value as shown by the corporate 
books should be prima facie evidence of ac- 
tual value, but as this court itself points 
out, an acceptance of the corporate books as 
final would be obviously unfair in view of 
the well known practice of carrying many 
assets at values not representing net worth 
of the moment. This rule in ultimate analy- 
sis results only in a reasoned judgment or 
guess of what is a fair division, which can 
only be made by the final court of appeal 
after litigation. The difficulties of court val- 
uation of corporate worth for this purpose, 
as applied particularly to corporations is- 
suing share dividends at frequent intervals, 
were such in New York that agitation for a 
change resulted in the passage of the statute 
in 1926, enacting the Massachusetts rule. 
Similar statutes exist in other states. 


Treatment of Premium and Discount Bonds 

A like problem which contrasts a theoreti- 
eal precision with practical convenience oc- 
curs in the case of bonds bought at a pre- 
mium above their par value. Some juris- 
dictions hold that a sum should be regularly 
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taken from income to repay such premiums 
to the principal by the time such a bond falls 
due. Fairness would seem to dictate that 
the converse of the rule should also obtain 
and that where a bond is purchased below 
par, amounts should be regularly taken from 
principal to recompense the tenant in corre- 
sponding fashion, The latter rule apparently 
obtains nowhere. 

Amortization of the premium presents an 
inconvenient rule whereby extensive book- 
keeping is required often making only small 
changes in the principal and income account. 
In general, too, sound trust investment prac- 
tice will call for a sale of such bond before 
its due date and then not only has the effort 
at amortization been wasted, but a question 
of some difficulty arises as to the disposition 
of the fund thus abstracted from income. A 
well regulated trust fund with diversified in- 
vestments will have bonds and other securi- 
ties of such various forms that any possible 
unfairness in one investment will in all prob- 
ability be offset by other investments. The 
Conference investigated the varying and in- 
consistent practices of many trustees and 
decided in favor of a law stating no require- 
ment for amortization of premiums or ac- 
cumulation of discounts. 

Other sections of the Act emphasize the 
general purpose to secure convenient and 
workable rules. Section 3 is one of general 
definition providing a broad rule as to what 
is to be treated as income and what prin- 
cipal and specifically defining many named 
forms of receipts as either income or prin- 
cipal. Later parts of the Act amplify this 
section. 

Provisions as to Apportionment 


Section 4 provides for the apportioument 
in point of time of various periodic payments 
such as rent. The common law rule was 
that such periodic payment was not due un- 
til the payment date, and hence the person 
then entitled to it received the entire amount, 
though he might have become so entitled only 
the day before the payment date. The Eng- 
lish act provides for apportionment from 
day to day of all periodic payments, includ- 
ing dividends. It was thought, however, that 
there was less reason from the nature of 
dividends for applying the rule to them and 
therefore the section applies the English 
statutory rule to all other periodic payments 
excepting dividends. The section obviously 
provides a fairer method of adjustment than 
does the common law. 

Section 7 provides for the relatively rare 
ease where a part of the principal is used 
in a business formerly carried on by the 
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settlor. In general the rules for ascertaining 
profit and loss, made familiar by income tax 
legislation, are followed. Section 8, too, re- 
fers to the somewhat unusual case of a prin- 
cipal comprising animals. Where animals 
are employed in business the rule of the for- 
mer section prevails; where they are kept 
for their increase the principal must at all 
times be kept up to its original number and 
the balance goes to the tenant; and in other 
cases, normally those of household pets, the 
increase goes to the tenant. 

Section 9 deals with the difficult case 
where the principal consists of natural re- 
sources for which development is provided 
either by some previously existing statute in 
the state or by direction of the trust instru- 
ment. Here the statute states that rental 
shall go to the tenant but any consideration 
received for the permanent severance and 
sale of the natural resources from the land 
shall be considered principal. 


Dealing With Principal of a Wasting Nature 

Section 10 contemplates the case of a 
principal of a wasting nature such as lease- 
hold, copyrights and royalty rights. Here, 
in effect, it is provided that where the trustee 
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is not under a duty to change the form of 
the investment but may continue to hold it, 
as he may under many statutes where the 
property is received in that form from the 
settlor, then the full amount of such rents, 
royalties and return shall be paid to the 
tenant without attempt at amortization; but 
where the trustee is subject to a duty to con- 
vert as soon as possible and such conversion 
is delayed, presumably in order to obtain a 
favorable sale, then a fair return, such as 
5 per cent yearly or such other rate as may 
seem fair to each legislature, is paid to the 
tenant and the remainder to the principal. 
Thus, where a man dies, having written a 
book upon which he is still receiving royalty, 
it would seem that probably his tenants, 
those nearest to him, such as his wife and 
children, should receive the royalties outright 
without attempt to provide amortization for 
remote takers. On the other hand, where the 
trustee has invested in assets which eventu- 
ally will be worth little or nothing, it is un- 
fair to the principal that he should not be 
required to return a part of the income to 
preserve the principal intact. 

Section 14 deals with the difficult cases 
where the property yielding no income, e.g., 
a vacant lot, is held for some time, since it 


is not practicable to sell it before, but even- 
tually is sold. In such case should the ten- 
ant receive a portion of the proceeds? The 
cases are conflicting, but there is a tendency 
to give the tenant some share in the pro- 
ceeds obtained in part by reason of the de- 
lay. The Act states a definite though limited 
rule applicable only to trust estates, where 
the existence of a trustee makes the provision 
workable. Moreover, the rule applies only 
where the property has not produced income 
amounting to at least 1 per cent of its value. 
Under it a sum is awarded to tenant, which 
had it been placed at its simple interest at 
the rate of 5 per cent, or such other rate as 
the legislature may determine, would have 
yielded the net proceeds of the sale. Fairness 
demands that some provision be made fot 
the tenant in this case, but the many diverse 
elements suggest a simple restricted provi- 
sion of the kind stated. 


Allocation of Expenses 
Sections 12 and 13 provide for the alloca- 
tion of expenses, the first applying particu- 
larly to trust estates and the second to non- 
trust estates. Provision is made in general 
for the payment of all ordinary expenses as 
specified out of income and of unusual ex- 
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penses out of principal. Special rules cover 
the case of permanent improvements to prop- 
erty forming part of the principal. In the 
case of trust estates such improvements are 
initially paid out of principal, but an amount 
is taken from income based upon the probable 
life of the improvement, sufficient eventually 
to reimburse the principal. In the case of 
non-trust estates it was necessary to provide 
at once for the allocation definitely of a por- 
tion of the expense to each owner. The por- 
tion payable by each is determined by the 
probable duration of the improvement and 
of the tenant’s estate, the latter being based 
on the tenant’s probable expectancy of life 
where his estate is for his life. 

The Act closes with the usual general pro- 
visions as to interpretation, title, repeal and 
time of taking effect. It applies to all trust 
instruments executed or estates created after 
the date it becomes effective. 

The Act, therefore, covers all the more 
usual problems as to the allocation of prin- 
cipal and income between life tenants and 
remaindermen. It also provides specific 
rules for many unusual cases and states gen- 
eral principles to govern all cases. It is be- 
lieved to afford simple and workable rules 


of administration, usually just and fair and 
in line with the probable intention of the ere- 
ator of the estate in question. Of course it 
is not and cannot be designed to cover every 
doubtful and unusual case with mathematical 
accuracy and fairness. Such a course would 
obviously be impossible. A settlor may, if 
he chooses, provide for special contingencies. 
The Act can only provide appropriate general 
principles, and this it is believed to do 
successfully. 
fo ge te 

S. Sloan Colt. president of the Bankers 
Trust Company of New York, has been elect- 
ed chairman of Group Eight of the New 


York State Bankers Association. 
Leading banks and trust companies of 


New York have established a uniform charge 
of 1 per cent for circular letters of credit 
of which one-tenth of 1 per cent is payable 
in advance and retained by the bank whether 
letter is drawn against or not. The uniform 
rate succeeds to previous variable rates 
charged. 

John B. Nelligan, auditor of the Union In- 
dustrial Trust & Savings Bank of Flint, 
Mich., has been named auditor of the Capi- 
tal National Bank, Lansing. 
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PRACTICAL GUIDES IN CORPORATE TRUST PROCEDURE 


AVOIDING TRUSTEE LOSSES OR HAZARDS UNDER VARIOUS TYPES 
OF INDENTURES 


HENRY A. THEIS 
Vice-president, Guaranty Trust Company of New York 


(Epiror’s Norte: 


This discussion acquires timely interest because of the searching 


tests to which corporate issues of securities are being subjected and the duties as well as 
responsibilities resting upon trust companies and banks as trustees under corporate inden- 
tures, Mr. Theis traces corporate trust procedure during the period of acceptance of trustee- 
ship relations, the drafting of forms of indenture, approval by attorney and operating men, 
offering circular, nomenclature, type of paper and engraving, certification, execution and 
delivery. He also defends the trustee’s functions as regards criticism calling for assumption 
of broader discretionary powers in behalf of bondholders.) 


N dealing with the subject of corporate 

trusts, it seems to me that it might be 

helpful to dwell on those features of cor- 
porate trust procedure and practice that 
should be adopted to safeguard the trustee 
against financial loss, and loss of reputation 
or prestige. Proper care in this respect must 
necessarily in a measure be of benefit to the 
public as well, and, after all, it is the public 
at large that we serve. 

In this branch of our work perhaps more 
than in any other, the honesty and integrity, 
and the general reputation for business suc- 
cess, of the officers and directors of the cor- 
poration offering the trust business should 
have first consideration. If the bonds or 
notes are to be offered to the public by se- 
curity dealers, the honesty and integrity, and 
standing, of the dealer offering the issue 
should, likewise, deserve our careful check- 
ing. We should be satisfied that the issue 
has merit, that the venture which is being 
financed has reasonably good chance for suc- 
cess, and that the method to be employed in 
selling ‘tthe bonds is honorable. 

The trustee is naturally not the guarantor 
of an issue of which it is trustee, and for a 
variety of reasons it probably could not be, 
under present forms, circumstances, fees and 
other considerations, even if it so wished. 
But if it wants to safeguard its reputation 
and prestige it will not want to have its name 
connected even in a fiduciary capacity, with 
any more issues that do not turn out suc- 
cessfully than it can help. And even though 
we all recognize that to authenticate a bond 
or note as trustee is not to guarantee its 


validity, genuineness, or value, however, un- 
til the security purchasing public is better 
educated on the subject than at present, the 
notion will prevail, at least in many minds, 
that the connection, even as trustee, of a 
strong and reputable bank or trust company 
with any issue is in some undefined and per- 
haps even undefinable manner a pledge that 
all is well with that issue. While we may not 
have in our business either any desire to 
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foster or any responsibility to dispel such a 
notion, however, had we no other motive than 
the merely selfish one of self-protection, self- 
preservation, and the retention of standing 
and prestige, I am confident we should still 
all want to have our names as trustee linked 
only with enterprises and issues of standing 
and merit in so far as we can judge those 
factors in advance. 


Attention to Form of Indenture 

Therefore, before accepting a trusteeship 
we should be satisfied that the business itself 
is legitimate and the men running it have a 
reputation for honesty and ability. We should 
not want to take a trusteeship from a cor- 
poration whose officers and directors were 
total strangers to us without very satisfac- 
tory credit checkings, or if we had knowledge 
that their standing in the business world was 
questionable. If the dealer offering the issue 
has an outstanding position in the security 
field, a trustee may feel that he can rely upon 
his judgment as to the character of the busi- 
ness and the men running it, and accept a 
trusteeship upon his recommendation. 

Once having satisfied ourselves that the 
men with whom we are ‘to deal are honest 
and able, that the business is legitimate, and 
the method of distribution proper, the form 
of the indenture itself needs our careful at- 
tention. Even before it comes into the trus- 
tee’s hands for examination and checking in 
draft form, its workability, its character, its 
success in being what it is desired to be, 
may have been determined in no small degree 
by the experience of the lawyer who draws 
it. As we all know, a lawyer may be an 
excellent practitioner in the field of criminal 
procedure; perhaps he knows general real 
estate law, and is familiar with various 
phases of corporation law and practice, but 
unless he knows business, and the art of 
drafting corporate trust indentures, the cor- 
poration may find itself hamstrung with a 
financing vehicle that just doesn’t fit. 

Theoretically, the indenture may even be 
good from the standpoint of the security 
holders, though bad from the company’s 
standpoint, but practically, this cannot be 
so, for, in general, anything that is essen- 
tially bad from the obligor’s standpoint will 
likewise be bad for the trustee and the bond- 
holders. What has been \said about counsel 
for the company applies with almost equal 
force in regard to counsel for the trustee. 
Not only should the bond indenture be exam- 
ined by a competent and qualified counsel for 
the trustee, to determine if the instrument is 
in proper legal form for us to act under it, 
but it also should be carefully reviewed by 
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the corporate trust man who is to administer 
it during the life of the trust, to see that its 
provisions are readily workable. 

Ambiguities, inconsistencies and impracti- 
cal features in an indenture are almost cer- 
tain to cause serious trouble in the operation 
of a trust. An examiner of a proposed inden- 
ture must try to visualize exactly how the 
provisions are going to work out in practice. 
He must place himself in the position of a 
man who perhaps many years hence may be 
confronted with the problem of putting 
through any conceivable kind of a transac- 
tion possible under the indenture. He must 
then satisfy himself that every detail is clear, 
complete, and well defined, and that all of 
the sections harmonize—both as to spirit and 
mechanics—so that the instrument itself will 
provide an adequate guide for administration. 


Features of Indenture to Scrutinize With Care 

The following are some of the features that 
an examiner should have in mind as he goes 
through the proposed indenture: 

Does the wording of the bond itself agree 
with the provisions of the indenture? 

If the bonds are to be registerable, the 
place and method of registration and the 
charge, if any, to be made, should be set 
forth. 

If the indenture provides for an _ inter- 
change of bonds, coupon form for registered, 
or registered for coupon, and back again, it 
should be clearly spelled out. 

If more than one denomination is provided 
for, are the provisions for exchanges of de- 
nominations clear and adequate, including 
the provision for charges (if any) to the 
presentor? 

If both temporary and definitive bonds are 
contemplated, are the provisions for the form, 
character, denominations and execution clear 
and complete? 

The provisions and machinery for the issu- 
ance of duplicate bonds, in the event of loss, 
destruction, theft, or mutilation, and the pay- 
ment for coupons suffering like fates, includ- 
ing provision for adequate indemnification of 
the company and the trustee for their liabili- 
ties, costs and expenses should be provided. 

It may be contemplated that certain state 
taxes payable by the holder are to be reim- 
bursed to him upon application. Are the nec- 
essary mechanics provided by the company’s 
agreement in this respect? 

If the issuance of additional bonds beyond 
the forthwith issue is contemplated, the basis 
for their issuance and the documents to be 
received upon which the trustee may rely in 
honoring each such application for additional 
authentications should be clearly specified. 
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Among such documents may be included 
authentication and delivery orders of the 
company resolutions of the directors, officers’ 
certificates of expenditures, of non-default, of 
earnings, valuation certificates of engineers, 
either of the company or of outside indepen- 
dent engineers, and opinions of counsel, 
either of the company, or of outside coun- 
sel, as to liens, the necessity of supple- 
mental instruments of pledge of the addi- 
tional property so bonded, the necessity for 
orders of governmental regulatory bodies, 
such as the Interstate Commerce Commission, 
state railroad, or public utility commissions, 
and likewise concerning the payment of all 
necessary taxes, such as federal issuance tax, 
state mortgage recording or issuance taxes. 

The terms “additional property,” “addi- 
tions and betterments,” and “improvements,” 
“prior” and “underlying” liens and “refund- 
able obligations,” “officers’ certificates,” ete., 
should be defined in detail. 

If bonds are to be authenticated against 
the deposit with the trustee of cash, the 
method of paying out deposited cash should 
be explicitly set forth. If the bonds are re- 
deemable before maturity the method of re- 
demption, the mechanics of the redemption 
operation, including the redemption price, the 
time and place of payment, the time of de- 
posit with the trustee of the redemption 
funds, and the method of publication should 
be clear beyond a doubt. Many of the de- 
tails mentioned with respect to the optional 
redemption clauses of an indenture apply 
with equal force to the sinking fund provi- 
sions, in which the dates of the schedule of 
operation should be clear, and the machinery 
so set out as to leave no room for doubt. 

Setting Up Sinking Fund 

A few points in the setting up of a sinking 
fund that provides for advertising for tend- 
ers seem to us to be particularly important. 
In outlining how the request for tenders shall 
be advertised, it is very well to have it 
stated that the first notice shall appear at 
least so many days before the tenders are to 
be opened, and that the notice is to appear 
in the requisite newspapers so many times 
a week for so many calendar weeks, specify- 
ing that “calendar weeks” is to mean from 
Sunday morning to Saturday night. We are 
well acquainted with the regular provision 
of sinking funds that the trustee has the 
right to reject any or all tenders in whole 
or in part. 

There is an additional provision that can 
be added, giving the trustee the right, in the 
event thit sufficient tenders are not received, 
or in case sufficient tenders are not received 
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at satisfactory prices, to buy in the open 


market without additional advertisement, 
enough bonds to exhaust the sinking fund 
balance. Such a provision has been found 
to be very desirable from the standpoint of 
the company, and very convenient from the 
standpoint of the trustee. It has happened 
that tenders are ten or fifteen points higher 
than the current market. It scarcely seems 
necessary to mention that even in the case 
of a cumulative sinking fund provision for 
holding bonds purchased alive and collecting 
the coupons semi-annually is “out of date,” 
for naturally the same purpose is accom- 
plished if the company covenants to pay as 
part of its sinking fund payment the semi- 
annual interest on the bonds previously ac- 
quired for the sinking fund, even though the 
bonds themselves have been canceled and 
cremated. 


Conversion Provisions 

If conversion features are included, the 
basis and method of conversion should be 
unmistakably clear, particularly as to the 
conversion price and any interest and divi- 
dend adjustments. If the conversion price 
is subject to change, and it is hard to con- 
template a trust of an active growing com- 
pany where it would not be, the method of 
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figuring the new conversion price in 
event of changes in the capitalization of the 
company should be so clear and complete that 
no opportunity will be afforded in the future, 
at the time of any such change in capitaliza- 
tion, for any possible difference of interpre- 
tation between the company and the trustee. 
The formula for changing the conversion 
price should be workable, clear and as simple 
as possible. 

The indenture may provide in itself that 
the bonds are to have warrants attached per- 
mitting the holder to subscribe to stock of 
the company. Are they to be in registered 
or bearer form? Are they to be detachable 
or non-detachable? Is the expiration date 
clearly set out, and is it in harmony with 
the sinking fund, redemption, and maturity 
provisions of the bonds? Is the stock behind 
the warrants to be issued or merely an un- 
issued reserve? Are all the mechanics for 
procuring the stock, the tax provisions, trans- 
fer provisions, ete., included? 

Duties of Trustee in Respect to Insurance 

In the insurance provisions of the inden- 
ture the covenant of the company of course, 
should be clear, but the duties of the trustee 
in respect to insurance should be without pos- 
sible question. The more recent practice, 


rather than having the actual insurance poli- 
cies deposited with the trustee, is to have the 
trustee furnished periodically—say annually 
—with a certificate of the proper officers of 
the company, sbowing in detail the insurance 
‘carried by the company, including the names 
of the insurance companies, the policy num- 
bers, the character of the insurance, the 
amount of the insurance, and the expiration 
dates. This certificate should also include a 
general statement that the company, in carry- 
ing the insurance, has complied with its cove- 
nant to insure the mortgaged properties to a 
reasonable figure in good and reliable insur- 
ance companies. It goes without saying that 
while the above procedure may fit in the case 
of many corporation issues in the case of 
trusteeship of a single property issue, the 
trustee may feel it advisable to have the ac- 
tual insurance policies deposited with it as 
trustee and be entirely subject to its approval 
as to form, character, and amount. 

The covenant of the company with respect 
to the payment of real estate taxes will in 
many cases be a naked covenant on the part 
of the company, but there will be instances 
in which it will be desirable, if not essential, 
that provision be made that the tax receipts 
be exhibited periodically to the trustee. This 
is particularly true in single property real 
estate issues. In this connection, a recent 
example came to our notice in which, al- 
though it was a single property real estate 
issue the indenture required only that the 
tax receipts be exhibited to the trustee upon 
its request. Granted that a careful trustee 
would undoubtedly make such a request un- 
der such circumstances, it would generally 
seem better that the indenture itself provide 
in mortgages of this character that the com- 
pany will automatically exhibit tax receipts 
to the trustee. 

Handling Collateral 

In the case of an issue which provides for 
the deposit of collateral securities, extreme 
care should be used to see that these provi- 
sions include full machinery for handling the 
collateral. If it is stock collateral, in whose 
name should the stock be registered? If it 
should be registered in the name of the trus- 
tee, is there adequate provision for the execu- 
tion of proxies, the disposition of income, the 
action to be taken with respect to any stock 
dividends, rights to subscribe, recapitaliza- 
tions, mergers, or reorganizations? If it is 
bond collateral, should the bonds be regis- 
tered in the name of the trustee? What dis- 
position should be made of coupons or regis- 
tered interest received? These are questions 
which should be thoroughly settled by the 
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language of the indenture. Are there care- 
fully worked out provisions for substitutions 
and exchanges of collateral, for deliveries of 
collateral against cash, etc.? If the issue is 
entirely collateral secured, is there any par- 
ticular ratio to be maintained between the 
market value of the collateral and the 
amount of bonds outstanding? How shall 
the collateral be valued, and how often? 


Types of Indentures Requiring Special 
Attention 

Trustees are experiencing considerable dif- 
ficulty these days with collateral trust issues. 
Due to the experience gained in the last few 
years, trustees are not looking favorably 
upon the type of collateral trust indenture 
that contains covenants on behalf of the cor- 
poration to maintain a certain ratio of col- 
lateral value to the outstanding bonds. A\l- 
most invariably when a default in such cove- 
nants occurs it is during periods of poor 
business conditions and it is not always the 
best thing for a corporation’s bondholders 
and stockholders to force liquidation during 
such times. 

The release provisions of a real estate 
mortgage issue will also require particular 
attention. Under what circumstances are 
partial releases to be granted by the trustee? 
What application papers are to be furnished 
the trustee as the basis for its action in 
executing releases? What disposition shall 
be made of the proceeds of the property re- 
leased if the property is sold for cash? Is the 
machinery clear, workable, complete? 

Many indentures will provide for furnish- 
ing the trustee with financial reports of vari- 
ous kinds, especially balance sheets and earn- 
ings reports. Here it should be clearly stated 
as to what responsibility the trustee has with 
respect to the checking of these statements 
or the exhibiting of these statements to any- 
one who may desire to see the figures. 

Another type of indenture which has 
caused trustees considerable apprehension is 
that in which the corporation agrees to main- 
tain at all times a certain ratio of net quick 
assets. These indentures generally provide 
for annual and semi-annual statements to the 
trustee, and failure to maintain the ratio con- 
stitutes one of the events of default. In poor 
times it would probably be distinetly disad- 
vantageous both ito the bondholders and to 
the corporation if the principal were de- 
clared due. On the other hand, if the assets 
of the corporation are to continue to be dissi- 
pated to the zero point, hindsight might prove 
that such action should have been taken at 
the time the ratio first fell below the required 
percentage. The issuing bankers, in some 
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cases, have made the provisions in the mort- 
gage so tight and strict that they work an 
unnecessary hardship on the mortgagor cor- 
poration. 

A provision we have found to be of espe- 
cial value is that funds held by the trustee, 
whether for the payment of interest, princi- 
pal or what-not, shall be definitely ear- 
marked as “trust funds.” Holders of bonds 
should appreciate the value of such a provi- 
sion, particularly in these times of frequent 
defaults and receiverships. The provision 
may also be a considerable time saver to the 
trustee in settling the question which arises 
so often in this connection. 


Protective Clauses for Trustee 

Although the trustee will naturally read 
‘-arefully the provisions relating to the execu- 
tion of assumption agreements, supplemental 
indentures, change in trusteeship due to 
resignation or removal, ete., and the events 
of default and remedies in case of default, it 
will probably depend especially on its coun- 
sel for the correctness of these articles. Glar- 
ing inaccuracies or ambiguities will, of 
course, be brought to the attention of its 
counsel, and wherever a procedure is set up 
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the machinery will be checked to make sure 
that it will be workable in practice as well 
as on paper. 

Care should be exercised that all protective 
clauses as to the trustee are included. Such 
clauses should be included for whatever they 
may be worth, but in the actual administra- 
tion of the trust, since the value of these 
“immunity baths” has been tested so far to 
our knowledge only to a minor extent in the 
courts, it seems wise not to regard them too 
highly and not to lean upon them too heavily 
in any transaction under the trust. The mere 
existence of protective clauses in an inden- 
ture of itself may not protect you. 


As well as these generalities which apply 
to all trusts, you will naturally recognize 
that there are special points in respect to 
each type of instrument that demand notice 
—the special problems that arise in connec- 
tion with the blanket refunding mortgage, 
the single property real estate issue, the 
short-term debenture note issue, the equip- 
ment trust issue, and the simple industrial 
first mortgage issue. There are, likewise, the 
problems that arise from the character of 
business of the obligor, be it a railroad, pub- 
lic utility, manufacturing concern, or what 
not. 


Statements in Bond Circulars 


After the indenture has been approved by 
counsel and by the operating division, it is 


in form to be executed. The next thing to 
examine is the offering circular, if the bonds 
are to be sold to the public, and if the trus- 
tee’s name is to appear as trustee on the cir- 
cular. The statements made in such circu- 
lars should in all respects coincide with the 
facts as set forth in the indenture. ... In 
this connection also the title given to the 
bond should honestly and accurately reflect 
the character of the bond offered. The ques- 
tion of bond and note nomenclature has had 
the serious consideration of the Investment 
Bankers Association of America, and the 
American Bar Association. The reports of 
the committees of these two associations 
cover the subject completely, so that inae- 
curacy and ambiguity need exist only with 
those who hope to profit by their own igno- 
rance and take advantage by unscrupulous 
cleverness. Both committees endeavored to 
prepare a list of titles and definitions that 
would be generally accepted, but so far it 
has proved impractical to adopt completely 
such a list. 


Form of Title 
The Investment Bankers Association cov- 
ered the subject by the following resolution: 
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“Be It Resolved, That this Association is and 
hereby declares itself to be determinedly op- 
posed to the use of any form of tifle for an 
issue of bonds or notes which carries any 
misleading inference or suggestion as to the 
character, lien or priority of the issue in- 
volved.” “Be It Further Resolwed, That cop- 
ies of this report be sent to the proper offi- 
cials of the American Bar Association, the 
American Bankers Association and the Asso- 
ciation of ‘Securities Commissioners, with the 
request that their members be properly noti- 
fied that the Investment Bankers Association 
of America has passed the foregoing resolu- 
tion and asks for their cooperation.” Cor- 
porate fiduciaries have it in their power to 
assist this laudable effort toward sound busi- 
ness ethics. 


Quality of Bond Paper and Engraving 

The type of paper and whether or not 
printed, lithographed or engraved bonds are 
to be used should be ascertained by the trus- 
tee before the trusteeship is accepted, and in 
any event before the preparation of the 
bonds is started. A long-term bond having 
a general market should never be put out 
except on the best quality of paper and in 
engraved form, both as to the bond and the 
coupon. In this respect, it is also important 
that the firm doing the engraving be an ex- 
perienced firm, and one having ample finan- 
cial responsibility. Such firms surround their 
work with most painstaking safeguards. The 
dependability; the record for accuracy, and 
high quality of workmanship of the bank 
note company is a matter of great import- 
ance to the trustee. 

In the case of short-term bonds, the cost 
of engraving is in some cases almost prohibi- 
tive. In such instances it may be proper to 
permit the use of lithographed bonds. Where 
lithographed bonds are permitted, a separate 
plate for each issue should be required. In 
no instance should we accept a trusteeship of 
an issue of bonds which are bought from 
printers or stationers. Temporary bonds are 
never fully engraved, although it is desir- 
able, if not essential, to use a fully engraved 
border and background, with the description 
of the issue and the text printed. Here the 
real protection is in the engraved border and 
background. 

On small bond issues which never will be 
marketed publicly, and therefore not traded 
in generally, where the issue is a short-term 
one, or where the bonds may be owned and 
held by a few individuals, all of whom are 
personally known to the trustee, it may be 
safe to authenticate an ordinary printed 
bond, or even a typewritten bond, but the 
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trustee should be fully acquainted with the 
circumstances surrounding such an issue, and 
be satisfied both as to the men running the 
debtor company and the persons who will 
own the bonds. A serious drawback and risk 
in printed definitive bonds, even in the case 
of short-term issues, is found in the fact that 
although there may be a measure of protec- 
tion in the fully engraved border and back- 
ground of the bondhead, it is as yet unusual, 
if not unknown, for the coupons to have an 
equal measure of protection. If the issue is 
of any substantial size the risk of forgery of 
the coupons may aggregate a sizable sum. 


Operation of the Trust 

After the indenture has been approved by 
the attorney and the operating men, and the 
offering circular, the nomenclature, and the 
type of paper, as well as the printing, en- 
graving or lithographing, have all been ap- 
proved, and the initial issue of bonds authen- 
ticated, the trust begins to operate. One of 
the earliest activities in the administration 
of the trust after the original certification 
and delivery of bonds which will have an 
important bearing on our problem is the 
care with which it is set up on the trustee’s 
records. In spite of all the preliminary ex- 
amination and checking, the trust instrument 
once executed should be immediately exam- 
ined and checked in detail again by the trust 
administrator, so that proper record and 
diary control may be set up to see that all 
important functions, all periodic duties of 
the trustee, and active covenants of the obli- 
gor may be so diarized that they will come 
up for the trustee’s attention at the proper 
time. A single slip along this line may be 
exceedingly embarrassing to the trustee if 
not actually financially costly. 


Checking All Mortgage Issues 
In this connection it is well for the trustee 
to check in the case of all mortgage issues on 


the recording of the original mortgage. 
Although this is usually the responsibility of 
the obligor, and is usually taken care of by 
its counsel, and in spite of a fairly recent 
decision in a case in point that tested the 
immunity of the trustee from any responsibil- 
ity in regard to such recording, however—it 
is well for the trustee to know that the mort- 
gage has been properly recorded by having 
the recorded counterparts of the instrument 
returned to it after recording, together with 
an opinion of the company’s counsel that the 
mortgage has been sufficiently recorded in 
all places where such recording should have 
been made. 

Certain indentures are a mortgage on chat- 
tels or a mortgage on real property and 
chattels and it is necessary to determine by 
the laws of the particular state in which 
the property is located how often the mort- 
gage on the chattels must be re-filed. Many 
states provide if a chattel mortgage is not re- 
filed within a specific number of years the 
lien on the chattels is extinguished. While 
this is an obligation of the corporation and 
the indenture probably will absolve the trus- 
tee from any responsibilities in this respect, 
it is helpful for the trustee to carry a “tick- 
ler’ card so that it may be in a position to 
remind the mortgagor of this important pro- 
vision and satisfy itself that the mortgage 
on chattels has been re-filed. 


Unfair Criticism of Corporate Trustees 

There is a tendency to criticise trustees 
under corporate indentures for not being 
more active trustees and assuming greater 
discretion in their powers. In the matters 
which we have herein reviewed, and in a 
number of other ways, the trustee does stand 
as a check on the corporation in behalf of 
the bondholders, and as a check on the bond- 
holders in behalf of the corporation, but it is 
not intended in the economic scheme of bond 

(Continued on page 750) 











The present business situation presents a 
definite challenge to those interested in the 
promotion and development of trust business. 
There has been a falling off in the amount 
of trust business being put on the books of 
many of the banks of the country. The gen- 
eral banking situation is partly responsible 
for this. There is considerable distrust of 
banks, and the unfavorable publicity from 
bank failures, the foreign bank business, and 
the bonds sold by banks to their customers, 
magazine and newspaper stories about banks 
and bankers, have not been factors to make 
men and women too confident of the merits 
of anything a bank representative has to 
offer. 

Officers and employees in all departments 
of banks have been busy with other things 
than thinking about how they can help the 


trust developer get business. Advertising 
efforts in many cases have been curtailed, 


and the number of solicitors cut down. 

Those responsible for the plans for reduc- 
ing expenses in banks—often not very much 
in sympathy with trust business solicitation 
—have suggested that this activity can be 
dropped for a while and taken up later. 
This suggestion does not take into consider- 
ation the possible effect of occasioning fur- 
ther distrust, nor the result of a break in 
a general educational campaign designed to 
make bankers and customers trust-minded. 

The shrinkage of estates has been another 
factor—some people being unwilling to dis- 
cuss their losses and have anyone know of 
their changed position. But this same con- 
dition is the best argument and reason for 
better management for their estates than 
they have been able to provide—or that their 
Wives, sons and daughters could give. These 
things are a test of the ability, energy, activ- 
ity, and persuasive selling power of those in 
the trust development business. 

Never before was there so much reason for 
using a good bank for the handling of pres- 
ent and future estate business—and never be- 
fore were there so many reasons why every 
director, officer, and employee should be 
eager to help to get trust business. Not only 
will these bank people be doing the custumer 
the greatest service possible for the bank 
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to perform, but the bank will receive much 
needed profits. Trust development men must 
continue to “fight the old fight,’ incongruous 
as this phrase may seem in describing 4 sit- 
uation where such delicacy and diplomacy 
must be used to close the business, but this 
must be the attitude of the trust man who 
has the present obstacles to overcome. 


HAZARDS IN FAILING TO REVISE WILLS 

In a letter addressed to New York attor- 
neys urging the advisability of revising the 
wills of their clients, President James H. Per- 
kins of the City Bank Farmers Trust Com- 
pany of New York, cites some interesting 
examples, as follows: “So many cases have 
come to my attention lately, of which the 
following are examples, that I have felt | 
should call your attention to the danger 
which they exemplify : 

“First, I know of a man of large means, 
who by his will first established a charitable 
fund in cash, and left the residue of his es- 
tate to his family. When he died, the estate 
had shrunk so that there was hardly enough 
to establish the charitable fund, and the 
family received nothing. 

“Another example of the same thing 0oc- 
curred when a man died, leaving a provision 
in his will that his employees should be given 
a certain sum of money, and the residue to 
his family. Again there was not enough to 
take care of his specific bequest, and his 
family received nothing. 

“4 third case came to my attention of a 
woman who had made three or four specific 
cash bequests that, at the time the will was 
made, would have used up about one-fifth of 
her estate. We discovered that, at today’s 
values, there would not be enough money to 
make the specific bequests, and that her fam- 
ily would be left without a cent. 

“These, and other examples have made me 
feel that it is wise to suggest to our clients 
that they go over their wills with their at- 
torneys, and make sure that the provisions 
reflect the wishes of the maker during these 
times of low values, and do not contain cash 
bequests or preferential benefits which may 
defeat plans for their families and depen- 
dents.” 
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(Epiror’s Note: It is significant that keynote ulterances and addresses at this season’s 
conventions of state bankers’ associations were practically unanimous in laying stress upon 
self-discipline through approved management and voluntary cooperation rather than reliance 


on legislative formulas to effect return to normal banking and financial conditions. 


The 


address presented by Mr. Baker as president of the New York State Bankers Association was 
a distinctive contribution to that wholesome spirit. He placed emphasis also upon obligations 
of bankers in connection with domestic as well as international economic problems. Of special 
interest was his suggestion to reduce glutted working capital of corporations through repur- 


chase and retirement of corporation securities. 


E cannot shut our eyes to the fact 

that people everywhere are criticis- 

ing bankers and their manner of 
conducting their institutions. While I could 
make a strong case in defense of the bankers 
against these accusations, for the moment I 
am not interested as to whether these criti- 
cisms are justified or unjustified. We must 
face the facts and take the necessary steps 
to restore confidence in our calling. I like 
to think of it as a profession and wish that 
we could establish certain ethics 
and certain standards of operation and then 
find means within our ranks of enforcing 
them, 

I am happy to note that the regional clear- 
ing house or group idea is spreading through- 
out New York State, for I am convinced that 
it will lead to higher standards and greater 
strength. Frankly, I have no sympathy with 
the man that is so shortsighted and so small 
as not to understand that his well-being and 
his success are dependent on a sound, con- 
servative banking system and have no use 
for those who stand aloof and try to reap 
the benefits of others’ cooperative efforts 
without being willing to concede something 
for the common good. We must demonstrate 
to the public that we are able to handle our 
own problems. 

I am proud to be a banker. I am proud 
of the reputation, the traditions and history 
of American banking. I am jealous of its 
fair name and its hitherto high character 
and so I am somewhat hurt by the criticism 


eodes of 


which is all too prevalent at the present time 
and am determined to do what I can to re- 
establish in the minds of the people the feel- 
ing that bankers as a whole stand for what 
is conservative, sound, constructive and in 
the best interests of those they seek to serve. 


a 
J. STEWART BAKER 


Vice-chairman of Bank of Manhattan Trust Company, 
who presided as President at: the last annual convention 
of the New York Bankers Association. 
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Progress Through Regional Clearing House 
Cooperation 

The relationship between the banking de- 
partments of the State and Federal Govern- 
ments and the banks and trust companies is 
quite misunderstood by people generally. 
They apparently have believed that govern- 
mental supervision of an institution insured 
its good management, integrity and solvency. 
Having come to realize that this is not a 
fact, they are not going to be satisfied with 
the present arrangement, It therefore seems to 
me that we must face two possibilities, either 
the public will demand a banking department 
which not only supervises but to a large ex- 
tent controls and directs, so that it can feel 
secure in dealing with any institution that 
is subject to such a department, or else the 
banks themselves will take steps to control 
and direct each other, so that unsound and 
unsafe practices will not be tolerated among 
them and the public will have confidence in 
their ability to maintain a standard to which 
all must adhere. 

The banking departments then would be- 
come merely examining agencies and places 
in which certain reports would be filed. The 
state legislature indicated its sympathy with 
some such idea as this when it passed a.law 
permitting the banking department to take 
under certain conditions the examination by 
a Clearing House Association in place of one 
its own. The first possibility contemplates 
the establishment of a tremendous depart- 
ment which would be able to investigate all 
the details in connection with each bank’s 
affairs and would either affirmatively or 
negatively give approval to almost every ac- 
tion which it might take. This undoubtedly 
would be followed with a demand that the 
State or National Government, as the case 
might be, be responsible for money placed in 
institutions under their control, with the 
disastrous effects which are all too familiar 
to you. It is then only a step to govern- 
ment ownership of banks with all the ineffi- 
ciency and the stifling of initiative which is 
sure to follow. 

It is well to remember in these times of 
stress that it has been due in a large meas- 
ure to the courage and the local interest of 
our banks that this great country has been 
developed in such\a remarkable way during 
the last decades. I am sure you will all 
agree with me that this possibility does not 
make an attractive picture and so I urge 
bankers to throw their support and influence 
with the men in the various parts of the 
state who are really attempting to do some- 
thing constructive in building up regional 
organizations of the Clearing House type 
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from which by united effort there should 
evolve a banking system which would in- 
spire confidence in the minds of the people 
and would be a model for the whole country. 
Self-discipline develops character. 


Public Debt and Public Sentiment 


Never before, I suppose, have the eyes of 
our people been turned more interestedly and 
more apprehensively toward Washington 
than they are today and perhaps never be- 
fore has there been a time when conditions 
so strenuously demanded that every citizen 
let his representatives in Washington know 
that they are going to be held responsible 
for their sins of omission as well as their 
sins of commission. The country is today 
suffering from what has not been done. The 
budget has at last been balanced, but the 
delay cost us much and created misunder- 
standing and a lack of confidence in our eco- 
nomic and financial processes. Members of 
Congress should be made to realize that the 
people expect that the budget be kept in 
balance and that procrastination in this vital 
matter will not be tolerated. Duty and com- 
mon sense require that we keep informed as 
to the acts of those who represent us in the 
Federal Government. 

The cost of government in our country has 
reached such tremendous proportions that 
there is a possibility of our being engulfed 
by it unless we take immediate and drastic 
steps to lower it by practicing strict economy. 
In 1913 the total governmental expenses— 
national, state and local—amounted to §$2,- 
919,000,000, and in 1932 will approximate 
$14,000,000,000, a rise of $11,000,000,000. The 
national income in 1913 amounted to $34,400,- 
000,000, and in 1932 it is estimated at $55,- 
000,000,000, an increase of $20,600,000,000. 
In other words, in this nineteen year period 
our total governmental expenses have risen 
by an amount equal to more than 50 per cent 
of the increase in our national income, so that 
today 25 per cent of our national income is 
being used for governmental expenses against 
8 per cent in 1913. At the same time our 
total debt has increased from $4,389,000,000 
to $34.153,000.000, almost one-half of which is 
the debt of state and local governments which 
has increased $12,500,000,000 in the period 
of which I am speaking. One cannot read 
the financial statements of small towns or 
large cities without being impressed by the 
extravagance that has characterized the con- 
duct of their affairs. 

Bankers are in a peculiarly favorable po- 
sition to take the lead in this important mat- 
ter and I urge you to make it your business 
in your various communities to crystallize 
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public opinion toward the curtailment of 
governmental expenses and a cessation of the; 
increase in governmental debt. A country| 
that is profligate of its citizens’ money and 
credit cannot hope to prosper, for economy 
in operations is just as important to its suc- 
cess as it is to the success of any business 
enterprise. 


Recognizing International Problems and 
Obligations 


The welfare of the United States is un- 
escapably dependent upon the conditions that 
exist throughout the world and we unfor- 
tunately see wherever we turn our eyes na- 
tions which are wrestling with problems— 
political, social and economic—the solutions 
of which seem to be beyond human intelli- 
gence. “The old order changeth, yielding 
place to new,” but the new must be founded 
on the rock of justice and be permeated with 
the spirit of the Golden Rule. While each 
nation must work out these problems and 
seek happiness and security for its people 
along the paths of its own choosing, it can- 
not ignore the difficulties and distress that 
its neighbor is experiencing, for each is 
bound to feel their effects directly and in- 
directly within its borders. 

The prompt dissemination of information 
throughout the world and the facility with 
which private and corporate business can 
be carried on in all corners of the earth 
have made people everywhere internationally 
interested. Reparations and international 
debts are contributing more than anything 
else to the unsettled conditions in the world 
today. Are not we in the United States ex- 
pressing a wish rather than a fact when we 
say that these two are unrelated and that 
we have no interest in reparations? Is it 
not time that we face the situation and pub- 
licly recognize that all debts between nations, 
no matter from what source they arise, are 
interrelated? Let us, if you like consider 
this important question from a purely selfish 
point of view. 

If we believe that our prosperity depends 
on settled conditions throughout the world 
and if we believe that such will be materially 
helped by a satisfactory adjustment of inter- 
national debts, then it seems to me that we 
should not hesitate to come forward and ex- 
press ourselves as willing to join with other 
nations in working out a solution of this per- 
plexing problem. We should stand ready to 
concede as much proportionately as any other 
nation so that the scaling down of repara- 
tions and other debts would require the 
same relative contribution from all the coun- 
tries involved. 


Among 
the Leading 
One Hundred 


* 

RESOURCES OVER 

$100,000,000 
4 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 





The question of Germany’s reparations 
payments, which seem to me to be the foun- 
tain-head from which the stream of inter- 
national debts flows, must be met and I can- 
not see any hope for a proper, satisfactory 
and lasting solution unless all nations, our- 
selves included, sit down together in a spirit 
of cooperation to work out a plan which will 
remove the greatest obstacle to a return to 
normalcy. As a condition to our partici- 
pating in such a conference, I would require 
an agreement that all nations cut their arma- 
ment to a minimum, for I can see no justice 
in our conceding one dollar of debt if such 
savings be used by any nation to create a 
military establishment which would inevit- 
ably result, as history has taught us, in an- 
other armed conflict. 

The amount of foreign government obliga- 
tions owed to us for the past year for which 
a moratorium was granted, was $261,800,- 
000. This represents less than 2 per cent 
of all our governmental costs, so that any 
concession would be an infinitesimal part of 
our total governmental receipts and one 
which good business and common _ sense 
should make us willing to accept for the re- 
sulting advantages which are sure to follow. 
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Undigestable Capital and Collateral Loans 

The history of the world can be traced in 
its sequences of cause and effect. This is 
particularly true of the economic life of civil- 
ized people. So when one studies the situ- 
ation in which we find ourselves today, one 
naturally turns back to the period immedi- 
ately preceding it to learn from what roots 
it has sprung. Without attempting to em- 
bark upon an analysis of the various causes 
of our present depression, I would like to 
make the suggestion that we might, by re- 
versing some of the processes which caused 
our present financial strain, return to a more 
normal state. 

For a number of years prior to 1929 cor- 
porations found themselves short of working 
capital for the volume of business which they 
were then able to do. They had borrowed 
heavily from the banks aud were unable to 
liquidate their indebtedness periodically as 
had been their custom. To overcome this, 
they sought additional permanent funds and 
as the field was fertile, they sold to the pub- 
lic bonds, debentures, and stock, which were 
eagerly purchased in many cases by means of 
borrowed money. When business slackened, 
bank joans were quickly liquidated and today 
millions of dollars of lines of credit at the 
banks are unused, while the companies are 
supplied with an over-abundance of working 
capital for their present needs. 

Commercial paper, which hud formerly 
been bought by banks for the investment of 
their idle funds, is at a minimum and mem- 
ber banks find it unnecessary, and perhaps 
in some cases impossible to make use of the 
loaning facilities of the Federal Reserve 
Bank. It was this situation which required 
the passage of an emergency measure—The 
Glass-Steagall Bill. On the other hand the 
banks throughout the country are carrying 
as collateral to loans the securities which 
had been turned out too fast to be properly 
digested. With the falling off in business and 
the drop in market values of securities this 
collateral had to be sold out, thus depressing 
still further the prices of securities and 
bringing on further liquidation of collateral. 


Retirement of Own Securities by Corporations 

My suggestion is that those corporations 
which have too much working capital for the 
business which they can reasonably expect 
in the near future, purchase their own se- 
curities and retire them. It seems to me 
that this would accomplish three things. 
First, it would reduce the amount of securi- 
ties outstanding, which in turn would de- 


crease collateral loans and tend to check the 
fall in 


security prices. Second, it would 





COMPANIES 








cause corporations to borrow from the banks 
to take care of their seasonal requirements. 
thus increasing the supply of eligible com- 
mercial paper, and third, it would benefit 
the remaining bondholders and stockholders, 
for the securities, whether they be bonds, de- 
bentures or stock, could be bought consider- 
ably below par or book value. 

Of course, this operation should be carried 
out only after careful consideration of all 
the factors in the particular situation and 
should not be allowed to endanger the bor- 
rowing capacity of the company. How many 
securities could by this means be properly 
retired without jeopardizing the companies 
is problematical, but I venture to say that 
in the aggregate it would amount to many 
millions of dollars. If a few of our promi- 
nent corporations would take the lead in this, 
their example would be speedily followed by 
companies of all sizes. There seems to me 
nothing radical in this plan, provided it is 


conservatively carried out. If when _ busi- 
ness expanded so rapidly, it was thought 


wise to increase working capital by selling 
securities to the public, now that business 
has contracted, it would seem logical to re- 
duce working capital by repurchasing those 
securities. 


A tremendous responsibility rests today 
upon the shoulders of each one of us. Few 
times in the history of our country have 


people been face to face with such depress- 
ing and distressing conditions as we see all 
about us today. We have heretofore proved 
equal to every crisis and with determination 


and courage have come through them to 
emerge a better and happier people. We 


must meet the present difficulties with cour- 
age and with faith—courage to face un- 
daunted the tasks that confront us each day, 
and faith in the glorious future of our coun- 
try, rich in the wealth of its natural re- 
sources, confident in the strength of its en- 
lightened citizenry and proud in the real- 
ization of its priceless heritage. The chal- 
lenge is unmistakable; let us not be found 
wanting. 
a & & 

Frederick P. H. Siddons, secretary of the 
American Security & Trust Company of 
Washington, D, C., has been installed as sec- 
ond vice-president of the District of Columbia 
Bankers’ Association. 

The Wachovia Bank & Trust Company of 
Winston-Salem, N. C., advises of the election 
of W. Gettys Guille as assistant secretary 
of the Salisbury office and of Charles Alfred 
Gosney as assistant trust officer of the Ra- 
leigh office. 








TUGCEUUOLEGUUCCCCTEUETUEDE OTERO EGCECERECOCEGUUEOTOUCCCCRCCEEUECCCL iL Ceti eee aac teidl 


WHAT DO YOU MEAN—PUBLIC RELATIONS? 


LIAISON BETWEEN THE BANK, CUSTOMERS AND PUBLIC 


HARRY J. PLOGSTEDT 


Assistant Secretary and Director of Public Relations of The Fifth Third Union Trust Company, 
Cincinnati, Ohio 


(Epiror’s Note: Jn many banking institutions the field that lies between the organiza- 
tion and the public constitutes a vacuum or rather a ‘‘No Man’s Land.’ Mr. Plogstedt, in 
his interesting contribution at the recent annual convention of the American Institute of 
Banking peoples this neutral ground with live contacts—a knowledge of psychological reactions 
of the mass as well as of the individual.) 


DWARD L. BERNAYS, probably the 

outstanding living . public relations 

counsel, is quoted. in the May issue of 
Atlantic Monthly as “a creator of events and 
circumstances which newspapers are glad 
to note as news.” More than this his chief 
role is the examination of relations between 
his clients and the public. You will note that 
his chief role is the examination of the rela- 
tions between clients and the public. For 
the purpose of this discussion let us assume 
that your bank is the client; that you are 
determined to improve such relations and 
to capitalize thereon. In many banks cus- 
tomer contact is looked upon simply as a 
necessary mechanical device. The human 
elements and the possibilities thereof are left 
out of the picture. We all know what a 
soft word will do and we have all seen what 
a spotty liver can do, 

Well, what are we going to do about it? 
Have you ever thought of educating your 
staff in the principles of customer contact? 
Or is it easier to call in a derelict, reprimand 
him and consider that you have done your 
duty? And await the next dereliction. Such 
procedure is weak. On the other hand, how 
much more effective it would prove to be 
to make a class game out of it. Perhaps an 
officer himself has set a bad example. He’d 
make a poor teacher. Put him in the class. 
If this convention (and this is an example 
of capitalizing circumstances) were to set 
up in its chapter curricula a class in custo- 
mer contact it would create an event and 
circumstance which newspapers would be 
glad to note as news and without solicita- 
tion on the part of the American Institute 
of Banking. And I can visualize your own 
local papers running a picture of your own 
bank class in session, And the picture would 


earry a very definite public value for your 
bank. Radical? Maybe. But we are look- 
ing for cures for an ailment that is insidious. 
There is little room for handfolding com- 
placency nowadays. 


Meeting of Minds 
What about new business? Have you de- 
termined to go gunning for game that for 
the time being is practically extinct? Why 


Harry J. PLOGSTEDT 


Assistant Secretary and Director of Public Relations,: 
Fifth Third Union Trust Company, Cincinnati 
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not utilize the same time and effort in cul- 
tivating your present customers? Very few 
banks make a practice of calling on deposi- 
tors already on their books. Just a friendly, 
social call in which business or the lack of 
it should be the last thing discussed and then 
only on the customer’s initiative. But the 
customer, as host, will in many cases so ap- 
preciate your visit, perhaps the first in fifteen 
or twenty years, that in his amazement he 
will presently find himself touching on how 
he can reward you for your thoughtfulness. 
And then you have a meeting of minds and 
the result depends largely on how you handle 
the case. It pays to inject a little milk of 
human kindness into everyday associations. 
It’s a good public relations effort. If your 
eall has done no more than to forestall the 
seductive wiles of a competitor’s salesman 
it has been infinitely worth while. 

Let me give you a recent experience in 
our organization. The Fifth Third Union 
Trust Company has just completed new quar- 
ters for its main office. For more than two 
years the reconstruction of the Union Trust 
Building has been under way. Hundreds of 
men have been employed on the job which 
has helped the unemployment situation in 
Cincinnati very materially. The construc- 
tion was along conservative lines and was 
premised on an abiding faith in the future 
of both our country and our city. A modest 
radio program was arranged included num- 
bers by the Fifth Third Union Choral Club, 
consisting of about eighty young men and 
women in our organization, three orchestral 
numbers and a two-minute talk by the Mayor 
of Cincinnati, This talk was entirely along 
civic lines, the Mayor not once attempting 
to inject advertising or publicity into his 
effort. An invitation to inspect the new 
quarters was, of course, extended. This is, 
I think, another example of shaping circum- 
stances to suit conditions. 


Employee Attitude Toward Organization 


Public relations should necessarily be pre- 
mised on a solid foundation. The cornerstone 
of such a foundation is the employee attitude 
toward the organization. It has not been 
necessary for our bank to cut salaries. This 
has created a feeling of appreciation on the 
part of our employees. So that when it was 
suggested that as a manifestation of such ap- 
preciation each one of them secure one com- 
plimentary account during the month of May, 
the suggestion was met with not a little en- 
thusiasm. It was not in any sense of the 
word a drive or new business campaign. It 
was simply an effort to play fifty-fifty with 
the bank. It was an expression of mutuality 
of interest. Just how it will turn out can- 
not be known at this writing, but of one 
thing I am certain and that is that our men 
and women are happier for having been ac- 
tive in this effort. The final result will prob- 
ably fall short of a 100 per cent participa- 
tion, but I am confident that this work will 
demonstrate to them the possibilities of or- 
ganized group effort. 


Now what are the basic qualifications of 
a public relations man? He should be quali- 
fied to meet the public in the interest of his 
bank in every phase of its business. He 
should be able to satisfactorily adjust com- 
plaints. He should keep in close touch with 
the policies of the bank and create events 
and circumstances based on these policies. 
He should be a forceful speaker, ever careful 
of his utterances. He should enlist others 
in his organization in tthe development of 
platform work. He must sense the news 
value of circumstances and have the neces- 
sary contact with newspapers to put them 
to use. 


There is much to be said on this subject 
of public relations. It is comparatively new 
as it pertains to banks but to the one who 
takes up the work it is the source of con- 
stantly shifting situations possessing an urge 
that is nothing short of fascinating. He 
must, however, constantly keep in mind this 
question as his guide: “How can my bank 
improve its relationships with the public 
and what are the straightforward methods 
of capitalizing such relationships?” A big 
order, you say. Yes, but to the man who 
knows his bank and people in it and has 
some flare for mass and individual reaction 
to a given circumstance that work holds lim- 
itless thrills. Given the support in this cre- 
ative work to which he is entitled he can 
have much to do with making his institution 
deserve and secure the place in the public 
eye to which it is entitled. 
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INVESTMENT MANAGEMENT THE SUPREME TEST IN 
TRUST SERVICE 


ADJUSTMENT OF FEE BASIS AND REDUCTION OF OPERATING COSTS 


HOWARD F. WORTHAM 
Investment Counsel, New York City 


(Epiror’s Note: The author brings to his subject many years of practical experience 
as a trust officer and in handling trust investments. He considers trust investment problems 
in the light of recent developments which have placed increasing importance upon the essen- 
tials of investment management in the successful acquisition and handling of trust business. 
Mr. Wortham deals also with problems of increasing net income by means of more scientific 
basis and allocation of charges as well as costs.) 


N a previous article appearing in Trust 

CoMPANIES of September, 1926, the writer 

said: “The beneficiary of a trust is in- 
terested in the regular and continuous pay- 
ment of his income and the remainderman 
in the preservation of the principal; and 
while they may be pleased with certain in- 
cidental services which they may receive, 
THEY ARE MOST INTERESTED IN BEING PROTECTED 
FROM ANY FINANCIAL LOSS.” 


That statement was true six years ago; 
but of how much greater significance does 
it now appear to trust companies and their 
clients in the light of the long period of de- 
clining security values which began late in 
1929. 

Trust companies, in their advertising and 
other literature, claim they are better 
equipped, by reason of their knowledge of 
investments, to act as trustee than an in- 
dividual. This may be true so far as those 
institutions are concerned which have ade- 
quate investment divisions in their trust de- 
partments but what about those smaller 
banks in which the trust officer is new busi- 
ness solicitor, trust and estate administrator, 
accountant, tax expert and investment ad- 
viser rolled into one? Those who are frank 
with themselves and sincere in their desire 
to perform a real constructive service in their 
communities, are not allowing themselves to 
be fooled into believing that investment su- 
pervision is a part time job—to be done when 
there is no customer or prospect to be inter- 
viewed, no letters to be written and no other 
matters pressing for attention. They know 
it to be a continuous study, not only of cur- 
rent corporation reports but of constantly 


changing political and economic conditions, - 
domestie and foreign. They know also that 
the future growth of their trust departments 
is primarily dependent upon a successful in- 
vestment record. 


Problem of Small Trust Departments 

It is not fair to an overburdened trust offi- 
cer to charge him with the responsibility of 
investing trust funds nor is it, as has been 
sadly demonstrated, a safe policy to rely upon 
the advice of bond salesmen who may be 
honest in their desire to be helpful but who 
must, nevertheless, sell bonds to live. Here, 
then, is a problem for which a solution must 
be reached, else the small trust departments 
will be faced with the loss of local business 
to banks in the larger financial centers. An 
increasing number of banks are turning to 
investment counsel for the supervision of 
their own portfolios, but so far only compara- 
tively few have availed themselves of outside 
investment advice for their trust depart- 
ments. Probably the reason for this is partly 
that trustees’ commissions have been insuffi- 
cient to stand this additional expense, and 
partly because the method of basing fees on 
principal and income has complicated the 
problem of fixing a fair compensation for in- 
vestment counsel, Nevertheless, despite all 
obstacles, trust departments must give their 
accounts the best investment advice avail- 
able, since this is after all the foundation 
upon which trust business is built. 

Investment supervision, to be worth its 
salt, must be painstaking, exhaustive, reli- 
able and prompt; it cannot by its very nature 
be cheap. On the other hand, if it is not, 
how can a small bank afford to have it, nec- 
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essary as it admittedly is? The answer is 
that trust departments must increase their 
net earnings, either by advancing their 
rates, or by reducing their operating costs, 
or by a combination of both. Let us begin 
by considering the feasibility of adjusting 
the rate schedule. In the first place, the 
usual method of computing the compensation 
of a trustee seems wrong. The common prac- 
tice is to make a charge against corpus, half 
of which is generally taken at the beginning 
of a trusteeship, the balance at the end. An 
annual charge is also made against income. 
The fee on principal is excessive for the work 
done at the time it is taken, while the annual 
fee on income is too small to pay for the con- 
tinuous service rendered. It is undoubtedly 
intended that the total of the fees on princi- 
pal and on income, taken together, should 
constitute a fair compensation for a trustee. 
Proper accounting methods should then com- 
bine fees from both,soureces and prorate them 
over the estimated life of the trust; other- 
wise a trust department’s income for one 
year might be inflated by taking a large 
principal commission, whereas the following 
year’s earnings would, by comparison, seem 
to have materially fallen off, thereby giving 
a distorted picture of the department’s ac- 
tivities, 
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Inequality of Trust Fees 

If the proration method is used, the fol- 
lowing examples will illustrate the inequality 
of fees taken. We shall consider two trusts 
of $100,000 each, yielding an annual gross in- 
come of $5,000, administered by a trustee 
at the present New York statutory rates and 
identical in all respects exeept that one was 
in existence for five years and the other did 
not terminate until twenty years after it 
was set up. The following tabulation shows 
the fees received from these two accounts: 





5-Year 20-Year 





Trust Trust 

Principal commission . . .$2,020 $2,020 
Aggregate annual fees 

($175 each year)..... 875 3,500 

Total fees received...... 2,895 5,520 


annual fee.... 579 276 





Prorated 








From the foregoing, it will be seen that 
although practically the same amount of 
work was performed each year, the annual 
prorated compensation of the trustee of the 
5-year trust was over twice that received by 
the trustee of the 20-year trust. That this 
is an improper basis for charging for services 
seems rather apparent. 


Objections of Prospective Trustor 

Maybe it is carrying imagination too far, 
but it may, nevertheless, help us to develop 
other facts which would justify a recommen- 
dation for changing the present fee basis, if 
we were to consider some of the motives 
which are responsible for the creation of 
trusts. Let us, for the moment, place our- 
selves in the position of a person able and 
desirous of creating a trust—a comfortable 
feeling for anyone in this period of financial 
stress. What is in the mind of the prospec- 
tive donor? 

He wants to provide an income for A and 
possibly for B during their lifetime; that is 
his first consideration. But as our laws pro- 
hibit the entailing of property, the donor is 
aced with the problem of the ultimate dis- 
tribution of the trust. He decides that C, 
D and E, sometimes unknown to him, such 
as unborn issue, have the next greatest claim 
on his generosity and they, therefore, become 
the remaindermen. It may then be stated 
without reasonable fear of contradiction that 
the majority of trusts are created primarily 
for the benefit of life tenants and that there- 
fore any way of increasing their net incomes 
would be welcome to donors. This can, in 
part, be accomplished by making no trustee’s 
charge against income and by substituting 
an annual fee based on a percentage of the 
market value of the corpus. It is recognized 
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that if a trust were to continue in perpetu- 
ity, these repeated charges against principal 
might ultimately reduce it to but a fraction 
of its original value; but since such a trust 
could be created only for the benefit of an 
incorporated charity or institution of learn- 
ing, and since it is more usual for such an 
organization to receive an outright gift, this 
type of trust will be excluded from our con- 
sideration as representing a relatively small 
and unimportant part of trust business. 


Charge Against Principal 

A concomitant advantage to the above prac- 
tice would be that such a charge against prin- 
cipal would be of sufficient size to warrant 
rendering a more vigilant investment service, 
so that probably the remaindermen would 
be better off in the end, despite the increased 
charge against their inheritance, than if a 
trustee received a low fee and was unable 
to afford adequate facilities for following 
security values. This method of charging 
would be more equitable for all concerned 
and would pay the trustee a compensation 
large enough to cover the expense of em- 
ploying whatever investment staff or coun- 
sel was necessary. Furthermore, the fee 
would cease to be a speculation on the life 
of the beneficiary and would more truly re- 
flect the service performed. 

So much for increasing gross revenue; now 
let us consider increasing net income through 
reduction of operating costs. Such economies 
would, indeed, be in conformity with the 
times, for it is safe to assume there will be 
less “keeping up with the Jones’ for quite 
a while. We are also likely not to hear so 
much about two-car families and we may 
even consider ourselves fortunate if we do 
not have two-family cars. 


Unit and Consolidated Trusts 

The method of handling each account as 
a unit may be justifiable if it is of sufficient 
size to permit diversification but it is un- 
deniably more costly to administer than if 
several acounts were grouped into one large 
fund in which they received participations. 
If we consider the fact that outside of the 
larger communities, the value of the average 
trust is only a few thousand dollars, then 
the cost of administration as units is not only 
prohibitive, but also the element of adequate 
diversification must necessarily be lacking. 
The solution to this problem lies in a con- 
solidated trust fund. 

Many institutions are prejudiced against 
a consolidated trust fund for the reason that 
it is operated along the lines of an invest- 
ment trust. Unpopular as the latter have 
become in the past few years, nothing has 
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taken place which has in any way detracted 
from the investment trust in principle. If 
speculative pools have been operating under 
the guise of investment trusts, it does not 
follow that all investment trusts were or 
are speculative pools. There is nothing in 
the form of this arrangement which would 
prevent a trustee from being just as conserv- 
ative in selecting investments as it would 
otherwise be in buying securities for any 
single trust it manages. 

The main objection to the general use of 
a consolidated trust fund is that it may not 
now be used for testamentary trusts but it 
is only a matter of enacting legislation per- 
mitting the co-mingling of trust funds to 
make it available for this class of fiduciary 
accounts as well. Certainly, if it is proper 
for governments, municipalities and corpora- 
tions to reduce their operating expenses, with 
pressure being exerted on every hand for 
them to do so, why should trust companies 
be prevented from reducing their mechanical 
costs when part of that saving may well be 
applied to the improvement of the backbone 
of their service—investment management? 


Trust Business and Branch Banking 
There are some who view with apprehen- 
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sion the growth of group or chain banking. 
It is not the purpose of this article to deal 
with the merits of the arguments on either 
side. We only recognize that branch bank- 
ing in various forms is developing rapidly 
throughout the country. It might be appro- 
priate to consider here, for a moment, what 
effect this will have on trust business and 
the method of handling it. It would be no 
economy for a group of banks or a large in- 
stitution with branches in several cities to 
maintain completely integrated trust depart- 
ments in each office; what it will strive for 
will be to concentrate in its main office all 
functions that can possibly be handled there. 
The branches will become more and more 
points of contact with local customers and 
feeders of new business. 


That part of trust service which would be 
the most susceptible to concentration is the 
supervision of investments. In fact, it is in- 
conceivable that this could be handled other- 
wise. There must be a uniform investment 
policy for an _ institution and _ separate 
branches cannot be allowed to give free ex- 
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pression to their own ideas on so vital a 
matter. While trusts originating in a branch 
office could be administered as separate units 
and still have their investments supervised 
by the head office, the delay in inter-office 
communication would prove to be a handi- 
cap. If, on the other hand, a consolidated 
trust fund is managed by the head office 
trust department, in which all branch trust 
departments may participate, this operating 
difficulty can be overcome, 





Conclusions 
In conclusion, the writer believes: 


1. That insofar as investments are con- 
cerned, trust departments divide them- 
selves into two groups: 

(a) Those which have adequate super- 

visory facilities; and 

(b) Those which have not. 

That those trust departments which 

form Group 1 (@) must continue their 

efforts to find ways of improving their 
service to meet their increasing business. 

3. That those trust departments which fall 
within the classification of Group 1 (b) 
require investment counsel to put them- 
selves on a competitive basis with com- 
panies in Group 1 (@). 

4. That all trust departments should strive 
to increase their net incomes by: 

(a) Revising the fee schedule on a 
more scientific basis; and 

(b) Reducing operating costs through 
a more extended use of consolidated 
trust funds. 

5. That a consolidated trust fund is the 
most modern and economical method of 
administering trust funds and is suitable 
for trust departments ranging from 
small banks to great chain or group 
systems. 


lo 


o, o, 2°, 
2 “e “ef 


MONTCLAIR TRUST COMPANY ISSUES 
TAX DIGEST 

The Montclair Trust Company of Mont- 
clair, N. J., is providing its customers and 
friends with a booklet containing an ex- 
planatory digest of the 1932 Federal Tax 
Law. It offers a ready compendium of the 
new provisions of the Revenue Act relating 
to income tax on individuals and corpora- 
tions, the changes in the estate tax, the re- 
enacted Gift tax, stamp taxes and all other 
federal taxes. The booklet also describes ad- 
ministrative and general provisions. 


The Mitten Men & Management Bank & 
Trust Company of Philadelphia recently dis- 
continued three of its branches. 
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TRUST COMPANY AS RECEIVER MUST PAY 
CORPORATE FRANCHISE TAX 


In a recent case in the United States Su- 
preme Court, the Michigan Trust Company 
was appointed by a Federal Court in Michi- 
gan receiver of Worden Grocer Company, a 
Michigan corporation, upon allegations that 
the Grocer Co. was solvent and if its busi- 
ness was handled by a receiver, free from 
interference by its creditors, it would be able 
to pay its debts in full, and would have a 
surplus available for preferred and common 
stockholders. The directors by resolution 
consented to the receivership and filed answer 
admitting the allegations and consenting to 
the appointment. 

The order of appointment authorized the 
trust company to carry on the business and 
operate the property in such manner as will 
in the receiver’s judgment produce the most 
satisfactory results, and to pay all taxes and 
assessments levied upon the property and 
assets. The trust company as receiver car- 
ried on the business for three years and then 
obtained an order confirming a sale of all 
the mercantile assets, as a result of which 
a twenty-five per cent dividend was paid to 
the common creditors; cash and unsold real 
estate were still in the receiver’s custody. 

The State of Michigan filed petition in the 
Federal District Court that the receiver be 
directed to pay the corporate taxes or privi- 
lege fees for the years during which the re- 
ceivership was in force. The district court 
held such taxes and fees to be charges on 
the assets prior to the claims of creditors, as 
expenses necessarily incurred by the receiver 
in fulfilling its duty to operate the business; 
and the Circuit Court of Appeals for the 
Sixth Circuit held the taxes due, but not to 
be discharged until the claims of all of the 
creditors, as well as receivership expenses 
had been satisfied in full. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


The United States Supreme Court pointed 
out that distinctions have been drawn be- 
tween receivers appointed to carry on the 
business with a view to continuance of the 
corporate life, and receivers appointed in aid - 
of liquidation or dissolution, and that even 
where the franchise tax is a franchise to 
“do,” and not merely a franchise to “be’’; 
that the courts have read the wording of 
some statutes taxing a franchise to “do” as 
importing the doing of business in the usual 
course by corporate officers and agents; and 
under other wording, that the taxes were due 
though no business was in fact transacted by 
the directors or by anyone. 


The Michigan Statute (Act No. 233, Pub- 
lic Acts, 1923, see. 4) imposed the tax “for 
the privilege of exercising its franchise and 
of transacting its business within this state’; 
and the Michigan Supreme Court in Re De- 
troit Properties Corporation, 254 Mich., 523, 
had held that the tax was imposed upon the 
privilege to “do,” that this privilege existed 
though nothing was ever done, and that the 
appointing a receiver to continue the business 
did not divest the privilege; and the United 
States Supreme Court said that this was a 
controlling adjudication as to the meaning of 
the Michigan Corporate Privilege Fee. 


The United States Supreme Court held, 
that the receivership being not to wind up 
the corporation, but to foster the assets, the 
Worden Grocer Company was still subject to 
the tax though in receivership, and the tax 
accruing while the receiver was in charge, 
must be deemed expenses of the administra- 
tion, and therefore charges to be satisfied in 
preference to the claims of general creditors; 
that taxes owing the government, whether 
due at the beginning of a receivership, or sub- 
sequently accruing, are the price that busi- 
ness has to pay for protection and security; 
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that the Michigan Privilege Fees being such 
that on default, the corporation became sub- 
ject -to forfeiture of its franchise, the re- 
ceiver was bound to pay them when they ac- 
crue; and that if this receivership were for 
liquidation, or became changed to that char- 
acter, the result would not be different. 

(People of the State of Michigan by John 
S. Haggerty, Secretary of State, vs. Michigan 
Trust Company, Receiver of Worden Grocer 
Co., The United States Supreme Court, No. 
598, May 16, 1932. 


BANK AS EXECUTOR NOT LIABLE FOR INTER- 
EST BY DEPOSITING ESTATE FUND IN 
BANKING DEPARTMENT 


(Such deposit not a use by the bank in 
its business under Federal statutes.) 


The First National Bank of Opp, Alabama, 
was executor of the will of J. D. Weaver, 
which will dispensed with bond and limited 
the bank’s responsibility to fraud or negli- 
gence in the performance of its duties. The 
funds of the estate after having been trans- 
ferred to the trust department were placed 
on general deposit in the commercial depart- 
ment of the bank. 

U. S. Compiled Statutes of 1925, sec. 9794 
sub-K, authorizing national banks to act as 
executors, stipulates that the funds held in 
trust shall not be used by the bank in the 
conduct of its business unless it shall first 
comply with the provisions therein contained 
for safety and protection of said fund. The 
larger portion of the cash in the bank at the 
death of the testator had been in the savings 
department at 4 per cent interest. 

In the decree for final settlement the bank 
as executor was charged with interest on the 
funds deposited in its bank. The chancellor 
found that the testimony disclosed that ‘the 
money on general deposit in the bank sub- 
ject to check and to the general use and busi- 
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ness of the bank constituted a use of the 
money for its own benefit by the bank” and 
that although the executor was a national 
bank, having assumed the duties of executor 
it submitted itself to the laws of the state 
and was liable for interest. The president of 
the bank stated that the funds were not used 
or loaned out for its benefit, nor any profit 
realized therefrom, but were always read- 
ily available for estate purposes and dis- 
tribution. 

The Alabama Supreme Court held that 
there was an implied authorization on the 
part of the testator that the bank might de- 
posit the funds with itself in the usual and 
customary manner. That the action pursued 
by the bank was in accordance with the fed- 
eral statute and no legal rights were invaded. 
That the mere routine general deposit in good 
faith of the funds of the estate by an execu- 
tor in its solvent bank does not, without 
more, constitute any such use therof by the 
executor bank as to subject it to a liability 
for interest. That it was not within the 
scope of the executor bank’s duty to make 
interest for the estate but to collect all as- 
sets as speedily as possible, pay all allowed 
claims and have the funds ready for dis- 
tribution at the expiration of the appointed 
time. 

The court further said: “Having in view 
the dual capacity of the bank as a banking 
institution and as a trustee common sense 
dictates that the testator intended and so 
understood at the time, that the bank in its 
capacity as executor would handle the funds 
of the estate by the usual method of deposit, 
and without penalty of interest being at- 
tached, or indeed, the further penalty of re- 
moval under Section 5789, Code 1923, for a 
use of the fund. Decision reversed.”—First 
National Bank of Opp, Executor, vs. Weaver 
etal. Alabama Supreme Court, May 12, 1932. 
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REIMBURSMENT OF ESCROW AGENT 
FROM FUND 


(Bank entitled to first charge against 
whole fund of fair amount, to pay at- 
torneys’ fees incurred, attributable to 
discharge of its under 
agreement. ) 


duties escrow 


A recent decision of the United States Su- 
preme Court illustrates how a bank or trust 
company may find itself in difficulties and 
compelled to defend the fund when the own- 
ers thereof fall out and attempt to vary the 
agreement and to compel the escrow agent to 
carry out their versions of the agreement. 

One Rude contributed $61,000, and one 
3uchwalter $53,922, being the total required 
to pay for the purchase by the former of a 
half-interest in the Colorado Pulp & Paper 
Company at a receiver’s sale; a quarter of 
which half-interest was then conveyed by 
Rude to Buchwalter. The entire half-interest 
was then sold for $28.080 cash and $92,500 
in bonds of the Colorado Paper Products 
Company. This cash and the bonds were at 
the instance of Rude deposited with the First 
National Bank of Denver in escrow until 
the two should agree in writing as to the 
distribution of the same between themselves. 
They promptly divided nearly all the cash, 
but came to no agreement as to the rest. 

The original sale of the half-interest had 
been induced by their placing on record a 
fictitious encumbrance. Rude now claimed 
that the fictitious instruments creating the 
record encumbrance were valid, and that 
when the cash in the escrow fund had been 
divided Buchwalter had promised to pay him 
the full amount of the fictitious debt and 
$7,500 out of the profits of the venture, and 
that the bonds forming the escrow fund 
should be held until the balance, $59,699.91, 
should be paid. On this alleged agreement, 
varying the original escrow agreement, Rude 
sued Buchwalter, making the bank a party 
defendant, and demanded that judgment be 
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$20,000,000.00 
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sell the bonds 
payment of the 
varying the escrow 


given ordering the bank to 
and apply the proceeds in 
alleged oral promise 
agreement, 

The trial court, and the Circuit Court of 
Appeals held that Rude had failed to prove 
the alleged oral agreement varying the origi- 
nal escrow ‘agreement, which was still in 
force. The Circuit Cotrt of Appeals went 
further and held that by reason of Rude’s 
bad faith in bringing the suit he prevented 
the distribution of the escrow fund accord- 
ing to the original escrow agreement, and 
put Buchwalter and the bank to the expense 
of defending a groundless claim, and that the 
decree should be medified to impose on Rude’s 
share a lien in favor of the bank and Buch- 
walter for their expenses. 

The United States Supreme Court declared 
a rule similar to that for agents, trustees and 
other fiduciaries defending a fund: “The 
bank is not entitled, as against petitioner 
(Buchwalter) to any allowance on account 
of expenses or counsel fees incurred to pro- 
tect its claim against the fund to secure the 
debt owing by respondent (Rude) to it. 
3ut under settled principles applied in equity 
courts, its reasonable expenses, including a 
fair amount to pay the fees of its attorneys 
incurred in this suit, and which are attrib- 
utable to the discharge of its duty under the 
escrow agreement, properly may be made a 
first charge against the fund as a_ whole. 
United States vs. Equitable Trust Company, 
283 U. S. 738, 744. The decree wi'l be modi- 
fied in accordance with this opinion, and 
the costs in this court will be taxed against 
respondent.”—Rude vs. Buchaalter, United 
States Supreme Court, May 23, 1932. 


“The National Bank Act—Its Heritage and 
History” is the title of an article in the cur- 
rent issue of The Chase, the monthly publica- 
tion of the Chase National Bank of New 
York. 
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WIFE MAY NOT OBTAIN ALIMONY FROM 
SPENDTHRIFT TRUST 


Anna Heustis obtained in California a de- 
cree of separate maintenance from her hus- 
band Robert Heustis with $100 a month for 
support; after paying only $50 on the allow- 
ance Robert Heustis left the state and re- 
sided in Texas. Robert Heustis’ mother left 
a will appointing San Diego Trust & Savings 
Bank executor, and after directing payment 
of debts gave all her estate to the trust com- 
pany for the following purposes: “That the 
said trustee shall pay to my son Robert J. 
Heustis, from the income or principal or both 
of the said trust estate $150 each calendar 
month during the life of this trust, and the 
beneficiary of the trust is restrained from any 
right, power or authority to sell, transfer, 
pledge, mortgage, hypothecate, alienate, an- 
ticipate or in any other manner, affect or 
impair his beneficial and legal rights, titles, 
interests, claims and estates in and to the 
income and/or principal of this trust during 
the entire term thereof, and that the rights 
and interests of the beneficiary hereunder 
shall not be subject to claims of creditors 


nor subject nor liable to any process of law ‘ 


or court, and all the income and/or principal 
under this trust shall be transferable, pay- 
able, and deliverable only solely and exclu- 
sively and personally to the above designated 
beneficiary, thereunder, and that the personal 
receipt of the designated beneficiary is re- 
quired as a condition precedent to the pay- 
ment or delivery of same by the said trustee 
to such beneficiary.” 

After approximately $2,400 had accumu- 
lated on the alimony an execution was levied 
on the trust company for the unpaid mainte- 
nance and the trust company filed an action 
for declaratory relief against Anna Heustis 
asking the court to determine whether Anna 
Heustis had a right to satisfy the judgment 
out of property in its hands as trustee, The 
California Appellate Court said: 


WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 


“From the above it will be seen that the 
trust is a strict unlimited trust executed by 
a mother in favor of her son and only heir at 
law. The mother was under no obligation, 
either legal or moral, to maintain the wife of 
her son, and had a right to dispose of her 
property as she saw fit. By the great weight 
of authority in America, it is settled that 
the author of a trust to pay to or apply for 
the benefit of another the income of property, 
or a portion of such income, may lawfully 
provide that the interest of the beneficiary 
shall not be assignable, or shall not be sub- 
ject to the claims of his creditors.’—San 
Diego Trust & Savings Bank vs. Heustis, 
California Appellate Court, March 17, 1932. 


PRACTICAL GUIDES IN CORPORATE 
TRUST PROCEDURE 
(Continued from page 735 ) 

financing, and, in fact, it would probably be 
impossible for a trustee to be the protector 
of bond investors in full measure. The fees 
we now receive fit the services we render. 
Even if it were possible to set up a trust 
service that would be a complete protection 
to the bondholder, I doubt if the business 
could afford to pay the fees that it would 
be necessary to charge for such a complete 
service, or that trustees could be found who 
would assume such an unknown liability. 

During periods of normal business opera- 
tions it would be an economic waste to im- 
pose greater duties upon the trustee, and, 
consequently, incur higher fees, for it is 
always within the power of the bondholders 
acting together, whenever a business encoun- 
ters difficulties, to ask the trustee to step in, 
in an active way, and then pay the trustee 
for any unusual services so rendered. 

o> > 

Robert Q. Baker, chairman of the Coshoc- 
ton National Bank of Coshocton, has been 
elected president of the Ohio Bankers Asso- 
ciation. 
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ACTIVE COOPERATION WITH UNDERWRITERS BY CHASE NATIONAL 


An announcement carried on the front page 
of The Conservator, a publication issued by 
the trust department of the Chase National 
Bank of New York in the interests of bene- 
ficiaries of insurance and general estates, in- 
dicates that the Chase will continue its ac- 
tive program of close cooperation with life 
underwriters. The announcement reads: 

“For a number of years the Chase National 
Bank has taken a leading position in cooper- 
ating with life insurance underwriters to pro- 
mote the use of life insurance in the creation 
of estates and the introduction of trust serv- 
ice for the conservation and better business 
management of estates. 

“The work of the late Edward M. Mc- 
Mahon, who in a few years had accomplished 
so much in educating the public to the ad- 
vantages of life insurance in estate creation 
and trust service in estate conservation, will 
be carried on in the same spirit by Vincent 
L. Banker, second vice-president, who has 
temporarily been placed in charge of the 
trust new business department. 

“Mr. Banker, who has had more than fif- 
teen years’ experience in trust administrative 
work, is a member of the New York Bar. 
For several years he was instructor in trust 
functions for the New York Chapter of the 
American Institute of Banking, and has for 
a long time been in close contact with the 
development of the cooperative movement 
between life underwriters and corporate fidu- 
eiaries, He will continue his estate and 
trust administration duties.’’ 

The plan for underwriter cooperation, ini- 
tiated largely by the late Mr. McMahon, will 
be developed at the head office as well as at 
other locations in branch offices. Bernard 
W. Butler will continue to devote his entire 
time toward extending trust service to un- 
derwriters and their clients. Embraced in 
the plan is a committee on service consist- 


ing of vice-presidents of the bank and the 
Underwriters’ Advisory Council of the trust 
department, including prominent and repre- 
sentative life underwriters. The trust de- 
partment, in this as well as other fiduciary - 
work, has the advantage of supervision by a 
trust committee of the board of directors. 


SAFETY PAPER AS DETERRANT TO 
BANK CRIMES 

While crimes, hold-ups and bank robberies 
are glaringly featured in newspaper head- 
lines, there is little general knowledge of the 
progress that has been quietly made by 
means of science and ingenious invention to 
defeat and discourage the more refined type 
of criminals who have had in past years suc- 
cessfully practiced the arts of check forgery, 
raising and alteration of checks. It is note- 
worthy that such crimes against banks have 
decreased rapidly in proportion to the use 
of safety paper. 

Some interesting figures are available from 
an official of the safety paper manufacturing 
house of Geo. La Monte & Son, which sup- 
plies 75 per cent of the banks and trust 
companies of the United States with safety 
paper for checks and other negotiables. In 
1910, 55 per cent of check troubles were due 
to raised or altered checks and at that time 
only 5 per cent of all bank checks were 
printed on safety paper. In 1930, 75 per cent 
of the banks and trust companies of the 
country were using La Monte safety paper 
with the result that in 1930 only one-half of 
one per cent of check troubles were due to 
raised or altered checks. This is a record 
worth pondering over by the relatively few 
banks and trust companies which have not 
availed themselves of this protection to them- 
selves and their customers, 
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THIRTIETH ANNIVERSARY OF THE PLAINFIELD TRUST COMPANY 
OF NEW JERSEY 


The Plainfield Trust Company of Plainfield. 
N. J., is an exceptional example of the degree 
of success, efficient service and public con- 
fidence which may be attained in smaller and 
chiefly residential communities by steadfast 
adherence to approved policies of banking 
conduct and trust administration. Through 
periods of prosperous and lean years this in- 
stitution has pursued its appointed course, 
gaining steadily in patronage, stability and 
the good will of its community, Today the 
company serves 22,000 depositors besides af- 
fording safe conduct for many trust clients 
and beneficiaries. 

On June 4, 1932 the Plainfield Trust Com- 
pany celebrated its thirtieth. anniversary. 
Few institutions can show a greater devel- 
opment during the span of thirty years than 
ean this trust company which opened for 
business on June 4, 1902, in a small store, 
with deposits of only $124,000, and which 
today occupies one of the finest bank build- 
ings in the state and shows commercial 
banking resources of over $18,000,000 and 
trust funds of over $25,000,000. The building 
now occupied by the company, which was 
completed in 1926, furnishes comprehensive 


Harry H. Ponp 
President of the Plainfield Trust Company 


partments. 


modern facilities for each of the twelve de- 
Since the completion of the new 
quarters rapid expansion of trust business 
has made it necessary to remodel the interior 
in order to accommodate this rapidly growing 
department. Fur storage facilities have also 
been increased. 

There have been two presidents—Orville 
T. Waring, who served from 1902 until his 
death in 1925, when he was succeeded by 
Harry H. Pond, under whose able leadership 
the institution has progressed until today 
it maintains a unique position among the 
banks of New Jersey. The chief executive 
officers have been three. J. Herbert 
occupied the position of secretary and treas- 
urer from 1902 to 1910 when he resigned to 
accept the vice-presidency of the Farmers 
Loan & Trust Company. At present Mr. Case 
is chairman of the Federal Reserve Board. 
He was succeeded by Harry H. Pond, who 
served from 1910 to 1913, resigning in that 
year to become vice-president of the Mechan- 
ics & Metals National Bank of New York 
City. Succeeding him, DeWitt Hubbell 
served as secretary and treasurer until his 


election in 1925 to the executive vice-presi- 


Case 


DE WITT HUBBELL 
Executive Vice-president of the Plainfield Trust Company 
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dency, the position he now holds. Much of 
the success of the institution has been due 
to Mr. Hubbell’s efficient management. 

The story of the Plainfield Trust Company 
for the past thirty years is largely a story of 
the development of Plainfield and the ideals 
upon which this bank was founded have been 
ideals set not only for the institution itself, 
but for the welfare of the entire community. 


METROPOLITAN 
TRUST SERVICE 
throughout California 


AX BAX BA BAK BE Dk BL BA BAL BA 


NON AGNONM DONO NG NNO NM ODO ADAG 


AWAY Wu Wor We Si Ws 


In 243 California cities in which 
there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service— complete, indi- 
vidual and interested — super- 


HOME OF THE PLAINFIELD TRUST COMPANY 





Associated with Mr. Pond and Mr. Hubbell 
in the executive management at the present 


time are Arthur E. Crone, vice-president; F. 
Irving Walsh, vice-president and secretary ; 
H. Douglas Davis, vice-president and trust 
officer; Edwin M. Daniel, assistant vice-pres- 
ident; Frederick H. Stryker, treasurer and 
assistant secretary ; Russell C. Doeringer, as- 
sistant secretary-assistant treasurer; Harold 


vised by the Bank of America 
Trust Departments in Los 
Angeles and San Francisco. 


For further information, you 
are invited to address our Los 


M. Eckert, assistant secretary-assistant treas- 
urer: Harry H. Coward, assistant treasurer ; 
Omer T. Houston and John V. Trumpore, as- 
sistant trust officers, 


Angeles or San Francisco offices. 


Bank of America 


National Trust & Savings Association 


1 


Henry C. Murphy has been promoted to 
assistant vice-president of the Union Guard- 
ian Trust Company at Detroit, Mich. Mr. 
Murphy has been with the trust company 
since 1927, and has had long experience in 
investment analysis. 

The Chemical Bank & Trust Company of 
New York has declared the regular quarterly 
dividend of 45 cents per share on capital 
stock, payable July 1st. CBB BBY NBN BN BV BBV BV BNE BBV BV BV B/W BBV BV BV BV BV BBV BV 


CALIFORNIA 


Bank of America National Trust & Savings 

Association ... a National Bank and Bank of 

America ... a California State Bank are identical 

in ownership and management .. . 410 offices 
in 243 California cities. 


WAVATS USA 
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“HOUSE WARMING’”’ 


AT THE AMERICAN SECURITY AND TRUST 


COMPANY IN WASHINGTON, D. C. 


The prevailing atmosphere of “depression” 
which is supposed to be most oppressive in the 
purlieus of Wall Street and which is unques- 
tionably the pet theme for funereal orations 
under the dome of the Capitol in Washington, 
was decidedly absent on May 9th, when the 
American (Security & Trust Company for- 
mally opened its attractive new main office 
in the ten-story. office building of the com- 
pany located opposite the main portico of 
the United States Treasury Building in 
Washington, D. C. The main banking hall, 
in itself a refreshing and cozy vision of 
architecture and modern equipment, was 
banked with floral tributes. Officers, direc- 
tors, visitors of both sexes and even em- 
ployees were smiling and happy as if there 
were no such thing as grim “depression” 
ever heard of. It was, indeed, a refresh- 
ing occasion and yielded also some of the 
spirit of stability and of friendly service 
which has always characterized the suc- 
cessful career of this trust company. 

The original home of the American Se- 


curity, which for more than a quarter of a 
century housed the main office departments, 
has been completely remodeled and connected 
with the adjoining new American Security 
Building. Modern equipment has been in- 
stalled throughout to provide adequate bank- 
ing and trust facilities. In 'the main bank- 
ing room, to the left of the entrance, is lo- 
cated the ladies’ department. Here special 
desks, large comfortable chairs, and rest 
rooms have been provided. To the right of 
the entrance are the executive officers’ enclo- 
sure, and on the opposite side of the room 
the tellers’ windows for paying, receiving, 
notes and collections. 

The counters, cage partitions bannisters, 
walls and stairs leading to the safe deposit 
department are of Gris Bois Jourdon marble, 
while the walls in the main banking room 
are covered with Premier Grey. The brightly 
colored Pompeeian ceiling, approximately 
fifty feet high, covers the room of the bank- 
ing department. Near the top of the richly 
panelled walls may be seen the following in- 


ATTRACTIVE REMODELED MAIN BANKING ROOM OF THE AMERICAN SECURITY AND TRUST 
COMPANY OF WASHINGTON, D, C. 
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scription: “Finance nurtures the soil and the 
mill. It supports commerce which serves the 
world by land, sea and air. It is built upon 
confidence in integrity. It consolidates socie- 
ties of cities of states and of the nations.” 

In addition to this remodeled building, the 
main office of the company now occupies sev- 
eral floors of the new American Security 
Building. The first floor is united with the 
main banking room, making one large and 
continuous lobby. On this floor are the for- 
eign exchange, securities, and real estate de- 
partments. The safe deposit department has 
been established on the downstairs floor with 
thirty coupon rooms for the convenience and 
privacy of customers. Here have \been in- 
stalled the massive two-story vaults of con- 
crete and steel with eighteen-inch steel doors 
representing the latest developments in scien- 
tific research. The trust department occupies 
the entire second floor of this building. On 
the third floor are located the department of 
publie relations, the personnel department, 
the purchasing department, bookkeeping de- 
partment and the mail and addressograph 
rooms. The auditing department and the li- 
brary are on the fourth floor. 

The complete and up-to-date banking equip- 
ment that has been installed under the su- 
pervision of the architects and engineers fa- 
cilitates the conduct of business between de- 
partments, as well as between each depart- 
ment and customers. The pneumatic tube 
system for the conveyance of papers is an 
example of such features. The temperature 
control machinery of this building also means 
comfort. 


The American Security and Trust Company 
was organized in 1889, and since that time 
has enjoyed an enviable record of growth. 


Today the company conducts five banking 
offices located in five sections of the city. The 
eapital, surplus and undivided profits of the 
American Security & Trust Company amount 
to more than $7,600,000, while total resources 
are in excess of $40,000,000. 


CONSTRUCTIVE PROGRAM FOR 


AMERICAN BANKING 
(Continued from page 682 ) 


ministered organizations of this type which 
are rendering inestimable services in certain 
localities should not be interfered with. 


od 


7. The Federal Reserve authorities should 
be given and should exercise reasonable 
power against improper use of Federal Re- 
serve credit for speculative purposes; but not 
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to an autocratic extent or in interference 


with normal banking operations. 

8. A Federal Liquidating Corporation to 
hasten relief to depositors of closed banks 
is desirable during the period of clearing up 
the present emergency and its results, but 
the capital funds should not be forced from 
the banks, nor should this plan be consid- 
ered or become established in any sense as 
a publie guarantee of bank deposits. 

And, lastly, within banking itself must be 
developed an increasing sense of responsi- 
bility toward its depositors and the public at 
large, who have a right to demand that no 
matter under what form or charter the bank 
may be operating, its first thought must ever 
and anon be the continued safety of the 
institution. To that end bankers individually 
and collectively must assume the leadership 
in guiding banking laws towards higher 
standards and greater protection of the pub- 
lie never forgetting, however, that funda- 
mentally our American System of banking as 
contrasted with banking systems of other 
countries is peculiarly well adapted to the 
highly diversified community life of the 
United States. 
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ATTRACTIVE NEW MAIN OFFICE AND HOME OF THE FIFTH THIRD 
UNION TRUST COMPANY OF CINCINNATI, OHIO 


The Fifth Third Union Trust Company of 
Cincinnati, one of the strongest and most suc- 
cessful banking institutions of Ohio and 
among the leading in the United States, re- 
cently came forth in new garb. June Ist, 
when the spacious and handsome new main 
office was formally opened to the public, ac- 
quired the importance of a civic event, judg- 
ing from the constant throng of customers, 
friends, fellow bankers and notables in pub- 
lic offices. The occasion not only served to 
familiarize patrons and visitors with modern 
achievements of convenience, beauty and ex- 
quisite architectural taste in banking con- 
struction and equipment, but also as a mani- 
festation of the high esteem in which “The 
Fifth Third” is held in the community. Mes- 
sages and floral tributes from near and far, 
testified to the warm place which this bank- 
ing organization holds in the hearts and es- 
timation of its countless friends. 

President E. W. Edwards headed the line 
of officials who received patrons and guests. 
It was with justifiable pride that President 
Edwards spoke of the opening as an achieve- 
ment as well as conveying a sense of respon- 
sibility. “Into the structure,” said he, “has 
been built every equipment and device that 
banking experience has proven worth while, 
for the expedient transaction of business and 
for the comfort of patrons. Through the 
greater coherence of departments and per- 
sonnel, the Fifth Third Union Trust Company 
will be able to render a larger service to 
every client and depositor, These advantages 
will also be reflected in the services at the 
other nineteen offices located at strategic 
points where they will best serve every sec- 
tion of the city. Each of these offices is a 
complete banking unit having all the service 
and resources of the entire banking organi- 
zation, yet forming a closer contact with the 
customers in the communities served. 


The progress of our city and its neighbor- 


ing communities must increasingly depend 
upon the maintenance of ever greater and 
more complete banking facilities. Cincin- 
nati is a great city today, but it is destined. 
I am sure, to become a greater city. The 
Fifth Third Union Trust Company, with its 
splendid organization, views this future with 
assurance, that it will be in the years to 
come, as it is now, and has been in the past, 
an important factor in the progress of Cin- 
cinnati and its neighboring communities.” 


The new main office embraces the second 


Attractive main banking interior of the Fifth 
Third Union Trust Company of Cincinnati. 


addition to the seventeen-story structure at 
Fourth and Walnut streets, which was Cin- 
cinnati’s first skyscraper. In architectural 
appearance, unity and functional plan “The 
Fifth Third” main office is an unusual ac- 
complishment in banking construction. There 
are two entrances from both of which the 
visitor receives a foretaste of the refinement 
and elegance of the main banking interior. 
The Walnut street entrance leads through 
bronze and glass doors, through the central 
portion of the commodious quarters of the 
savings department which is two stories high 
and also accommodates the travel and for- 
eign departments. The walls and colmmns 
are treated in golden veined Saint Genevieve 
marble and the soft tones blend harmoni- 
ously. Between batteries of high-power ele- 
yators the broad stairway invites to the main 
banking department. The first impression 
given by the banking room is one of loftiness, 
rich blending of color schemes and dignity 
of good tasté.’ Distinctive is the charm of 
the rich brown English pollard oak on every 
hand and set off by sixteen massive columns 
of Ionic design, also finished in English pol- 
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lard oak. Noticeable in this room is the ab- 
sence of marble because of the same oak 
treatment. The effect is embellished by the 
bronze balustrade surrounding the mezza- 
nine and the deep vaulted ceiling some fifty 
feet in height, revealing glints of gold and 
varied mellow colors. Three huge bronze 
lighting fixtures convey a cathedral-like im- 
pression, with soft lights conveying an at- 
mosphere of warmth and cheerfulness. Bank- 
ing counters and check desks are treated in 
oak. 

Officers’ desks are immediately in front of 
the banking room easily accessible to custo- 
mers, Proceeding the length of the main 
banking room the mezzanine or second floor 
beckons. Here are located the reception room 
and executive suites, treated also in walnut 
and English pollard oak. There is also the 
president’s room, paneled from floor to ceiling 
in American walnut. Conference rooms are 
also conveniently located for transaction of 
business. The mezzanine further provides 
ample space for the department of banks, 
credit, mortgage loan, business extension, 
general bookkeeping and accrual accounting. 

On the third floor is located the Fifth 
Third Securities Company which also pro- 
vides quarters for the statistical, advertising 
and auditing departments. The telephone 
exchange on this floor with provision for 
two hundred telephones and _ twenty-nine 
trunk lines to the main central exchange. 
Traffic studies show that approximately 5,600 
calls are made or received daily. 

The trust department, on the fourth floor, 
has been the object of special care and atten- 
tion to facilities and privacy which belongs 
to the work of this department, The same 
general scheme of architectural finishing has 
been carried out in working areas and private 
offices with commodious reception and con- 
ference rooms. On the extreme west of this 
floor is the director’s room and connecting 


E. W. EDWARDS 
President, Fifth Third Union Trust Company, Cincinnati 


apartments with special foyer and committee 
rooms, all carried out with architectural dig- 
nity that harmonizes with the general at- 
mosphere. The brocaded walls of the direc- 
tors’ room, with oak panels, are in striking 
harmony with coffered paneled ceiling. An 
imposing fireplace balances the entrance on 
the east. 

The fifth floor provides modern equipment 
and ample space for working departments, 
including transit, distribution bookkeeping, 
analysis, central file and mailing depart- 
ments. To complete the inspection there is 
the descent to the basement where are to be 
found the massive new safe deposit vault in- 
stallations of the Fifth Third Union Safe 
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Deposit Company, which represents the last 
word in safe deposit vault science and pro- 
tection. 

The history of the Fifth Third Union Trust 
Company dates back to July 1, 1863 when the 
Third National Bank began business. The 
present organization is the result of a series 
of mergers, which centers into the Fifth 
Third the finest banking traditions and as- 
sociations of the city. These alignments in- 
cluded the old Third National and the Fifth 
National in 1908, the acquisition of the Mar- 
ket National Bank in 1919 and in the same 
year the affiliation of the Fifth Third Nation- 
al Bank with the Union Savings Bank & 
Trust Company. In February, 1927, the 
“Fifth Third” and the Union Trust Company, 
which had been operated as separate units, 
were consolidated under the present name. 
It was through the affiliation with the Union 
Savings Bank & Trust Company, organized 
in 1890 that “The Fifth Third” acquired 
large volume of trust business which has been 
rapidly developed by the unified organization. 
Under the administration of E. W. Edwards, 
president and his associates, the splendid 
policies inaugurated and observed by the late 
Charles A. Hinsch have been carried forward. 
The same high record of administration has 
been maintained in the trust department 
work under the direction of Edgar Stark as 
vice-president and trust officer. Associated 
with President Edwards in the executive 
management are the following’ vice-presi- 
dents : tdward A. Seiter, Monte J. Goble, 
Charles H. Deppe, Louis G. Pochat, Edward 
F. Romer, Edward A. Vosmer, Charles H. 
Shields, vice-president and cashier; Edgar 
Stark, vice-president and trust officer, and 
Louis E. Miller, vice-president. 


LESSONS FROM RECENT LOAN 
EXPERIENCE 
(Continued from page 714) 
their doors and the attendant embarrassment 
and suffering have been great. 

The time has passed, if ever it was, when 
a successful merchant or a man who had 
met with outstanding success in any other 
line of business can be considered as quali- 
fied to successfully operate a bank. True 
the same qualities are essential to success 
in practically every line. Bank management 
today requires trained men—men who have 
studied the principles of banking, who have 
given their lives to make banking a profes- 
sion. This does not mean that a man who 
has been trained in a bank all his life is 
capable of successfully managing a banking 
institution. The period of depression through 


A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 

Mahogany 
New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of_the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 


New Orleans, U. S. A. 


This is number 43 of a series of advertisements about 
New Orleans which we —_ a continuously 
since 


which we have been going for two years has 
shown us that the number of real bankers 
is greatly exceeded by the number of banks. 
We know of no greater safeguard for the fu- 
ture of our nation’s banking system than a 
thoroughly developed system of training 
makes available to young men who have the 
ability, the ambition and the desire to per- 
sistently apply themselves. 
Bo de oe 

Edward E. Rieck has been elected chair- 
man of the board of the Diamond National 
Bank of Pittsburgh. 


J. O. Burgwin of the contracting firm of 
Burgwin, Clarkson & Company, has been 
elected a director of the Colonial Trust Com- 
pany of Pittsburgh. 

Alexander P. Reed, vice-president of the 
Fidelity Trust Company of Pittsburgh, par- 
ticipated recently in the observance of the 
131st commencement of the Washington and 
Jefferson College of which he is an alumnus. 

Because operations have become unprofit- 
able the management of the Peoples Trust & 
Savings Bank of Chicago decided to close 
and liquidate the bank with payment of de- 
posits, amounting to $17,000,000, in full. 
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RICHARD EGGLESTON CUNNINGHAM 

The trust fraternity not only of Virginia 
and of the South but of the entire country, 
has lost one of its most gracious and lovable 
personalities through the recent death of 
Richard Eggleston Cunningham, vice-presi- 
dent and trust officer of the State-Planters 
Bank & Trust Company of Richmond, Va. 
His loss comes as a profound shock to his 
associates and his host of friends to all of 
whom he had endeared himself because of 
his rare virtues of mind and heart. He suc- 
cumbed after only a few days of illness to 
an attack of heart trouble at the age of 
forty-seven. 

It may be truly said that in his unfailing 
expression of generous and friendly impulses, 
in his keen sympathies and because of his 
devotion as well as his conscientious devo- 
tion to his duties, Mr. Cunningham was the 
embodiment of ‘“‘the ideal trust officer.” He 
had a masterful command of 'the practical 
and administrative essentials of his office. 
But much more than that he was intensely 
human in all his contacts. Scores of young 
men and women, who came within the scope 
of his fiduciary duties, especially wards and 
minors of tender years or needing counsel, 
today cherish the memory of this man who 
never failed to go out of his way or spare 
time and effort to tender aid and guidance 
from the rich wells of his experience and his 
big heart. 


Mr. Cunningham was true to traditions and 
qualities of a ‘Southern heritage that is asso- 
ciated with chivalry, a high sense of integ- 
rity and generous conduct. He came from 
a family long distinguished in Virginia. He 
was the son of the late John Atkinson Cun- 
ningham, A. M., LL. D., first superintendent 
of the Farmville State Normal School. His 
mother was the former Mattie Macon Eggle- 
ston. His grandfather, John Atkinson Cun- 
ningham, M.D., was perhaps the first spe- 
cialist in Virginia, and his uncle commanded 
the noted Cunningham battery, who so dis- 
tinguished itself at Gaines Mill. His ma- 
ternal grandmother, Mary Minor Johnston, 
was a first cousin of General Joseph E. John- 
ston, predecessor to General Robert E. Lee 
in command of the Confederate armies. 


Mr. Cunningham was born in Richmond 
on Mareh 24, 1885. He left school at the 
age of fourteen and after a brief employment 
in the postal service he moved with his par- 
ents to Farmville, where he first took up 
banking work. He later worked in Washing- 
ton and then returned to the old Bank of 
Richmond. Another change brought him to 
Covington where he became cashier of the 
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Covington National Bank and subsequently 
assistant cashier of the National, State and 
City Bank in 1916. He remained with the 
institution through several reorganizations 
and mergers which resulted in the present 
State Planters Bank & Trust Company. As 
vice-president and trust officer of the State 
Planters Mr. Cunningham achieved excep- 
tional success in directing its trust work. 
It is a privilege to quote from an editorial 
which appeared in the Richmond News 
Leader which renders warm tribute to the 
memory and character of Mr. Cunningham: 
“ ‘Dick’ Cunningham stood facile princeps 
among the younger bankers of Richmond, 
not merely because he was a trust officer of 
most unusual ability and diligence but also 
because he had a simplicity, a friendliness 
and a sympathy that led him to a thousand 
generous acts. Behind him lay a great tra- 
dition that made noblesse oblige his daily 
code of conduct. Few knew more than he of 
the intimacies of Virginia history; none ful- 
filled more the duty that inheritance imposes 
on righ-minded men. His work as trust 
officer of a large bank made him the econfi- 
dential adviser of many legatees, not one of 
whom ever failed to find him frank, careful, 
meticulous in the discharge of all his respon- 
sibilities, yet instant in his understanding of 
human distress. His sensitive spirit made 
him see 'the hopes and woes behind every 
trust account, and his profound interest in 
others led him often to take upon himself 
burdens that stouter shoulders than _ his 
should have carried. Every loyalty of his 
life was real to him, to be practiced daily, 
not merely cherished in a memorial hour. . . .” 





JAMES F. HOOD 

A prominent figure in banking circles of 
Washington, D. C., and for more than thirty 
years serving as secretary of the American 
Security & Trust Company of the capital 
city, James F. Hood passed away recently 
at his home at the age of eighty-one years. 
Although retiring from secretarial duties 
with the American Security & Trust in 1926, 
he was enabled to maintain his association 
as a director of the company. He was born 
in Gratiot, Ohio, and came to Washington in 
1870 where he attended and graduated from 
the old Columbian College. He became con- 
nected with the Department of Interior and 
rose to the position of division chief in the 
Secretary’s office. After retirement from 
government service he practiced law for a 
time and then became president of the Me- 
Lachlen Banking Corporation. In 1895 he 
came to the American Security & Trust Co. 
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EDWARD J. STELLWAGEN 

Edward J. Stellwagen, who was president 
of the Union Trust Company of Washington, 
LD. C., for thirty-two years and several months 
ago relinquished active duties to become 
chairman of the board, died on the morning 
of June 2d at his home in Washington at 
the age of seventy-seven. His death is 
mourned by associates and by the banking 
fraternity of the nation’s capital of which he 
was an eminent and highly regarded member. 
He was prominent in civic improvement ac- 
tivities and held many important offices. 

Mr. Stellwagen was a native of Washing- 
ton, D. C., and received his education in 
Emerson Institute, Gonzaga College and the 
Columbia Law School. After practicing law 
for several years he became associated with 
the real estate firm of Thomas J. Fisher & 
Company, then the largest real estate office in 
the city. Mr. Stellwagen later formed the 
Thomas J. Fisher Company and when the 
Union Trust Company was organized in 1899 
he became its president. His financial genius 
was shown in the successful conduct of im- 
portant projects. He was particularly active 
in developing Chevy Chase and other subur- 
ban properties. He was one of the organizers 
of the Rock Creek Street Railway Company 
which was later acquired by the Capital 
Traction Company of which he was a direc- 
tor for forty years. He was also a director 
of the Washington Gas Light Company. 


E. J. STELLWAGEN 


COMPANIES 


761 


Mr. Stellwagen was among the foremost 
in providing Washington with adequate and 
modern hotel facilities. He was chiefly in- 
strumental in securing the erection of the 
new Willard Hotel upon the site of the fa- 
mous old Willard hostelry and leased the 
new hotel building, operating it successfully 
for twenty years until October, 1921. He 
formed the Columbia Hotel Company, which, 
while operating the New Willard, built the 
New Raleigh Hotel and was directly respon- 
sible also for the erection of the Capital 
ark Hotel. 


Under the guidance of Mr. Stellwagen the 
Union Trust Company has become one of the 
strongest and most ably managed banking 
and trust company institutions in Washing- 
ton. The ornate home of the Union Trust 
Company is one of the finest architectural 
contributions to the financial center of the 
eapital, in keeping with the solidity and 
growth of the company. Upon the retirement 
of Mr. Stellwagen, as president to become: 
chairman of the board, the directors elected 
Ord Preston as president and who brings 
to his duties over twenty years of service 
as a director for the company and for many 
years as a member of the executive com- 
mittee. 


LAURANCE L. HILL 


Laurance L. Hill, publicity manager of the 
Security-First National Bank of Los Angeles 
and one of the most versatile as well as pop- 
ular members of the fraternity of bank pub- 
licity men, succumbed recently from the re- 
sults of a major operation at Stanford Uni- 
versity Hospital. During his ten years with 
the Security-First National, Mr. Hill attained 
to a nationwide reputation by his splendid 
historical brochures and other writings. One 
of his best productions was “La Reina-Los 
Angeles in Three Centuries,” a history of 
Los Angeles published by the bank and which 
has had a distribution of over 150,000 copies. 
He also produced a series of twelve other 
community histories. 


Mr. Hill had a friendly personality which 


endeared him to his associates. He was 
born in Denison, Texas, November 9, 1887, 
and came to California at the age of three 
with his parents. He was graduated from 
Los Angeles High School in 1907 and later 
graduated from Stanford University where 
he was editor of the “Quad” and the Daily 
Palo Alto. Before coming to the Security- 
First National, Mr. Hill was secretary to 
Dr. David Starr Jordan in 1912, then Chan- 
eellor of Stanford University. 
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With confidence in our ability to render a satisfactory service based 
on more than a quarter of a century successful operation, we invite 
correspondence from banks, individuals, and corporations requiring a 
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GUARANTY TRUST COMPANY AS EXECUTOR FOR DEPOSED SHAH 
OF PERSIA’S ESTATE 


A real battle royal in more sense than one 
has been staged in the Surrogates’ Court of 
New York which has as its leading charac- 
ters two of the widows of ‘Sultan Ahmed 
Kadjar, the deposed ‘Shah of Persia who 
died in Paris, February 27, 1930 and with 
the Guaranty Trust Company of New York 
appearing in the réle of executor in render- 
ing accounting of the estate. The Sultan 
of Persia died an exile in Paris. He left a 
will written by him in French in longhand 
and dated October 22, 1928, which he had 
apparently prepared unassisted. He named 
the Guaranty Trust Company of New York 
as executor and, as he left securities in New 
York, the will was admitted to probate in 
the Surrogate’s Court of New York County, 
June 18, 1931. 

The records disclose that the original peti- 
tion for the probate of the will cited eight 
wives who were mentioned by the deceased in 
his will. It was disclosed in the taking of 
depositions abroad that the deceased had 
overlooked two wives, which made it neces- 
sary to reopen the probate proceeding in 
order that they might be made parties. The 
accounting discloses that in addition to the 
real estate in Persia, the deceased left a 
large collection of jewelry and jewels, now 
in New York, appraised at $151,688.32, and 
cash and securities of an approximate value 
at the date of his death of $3,000,000. 

The Shah was a Mussulman. The accounts 
show that the trust company and the family 
are carefully raising the four children of the 
deceased in such faith, having arranged par- 
ticularly for their religious instruction. The 
three mothers of three of the children, it is 
shown, have recently been brought from 
Persia to Paris, France, to be with the chil- 
dren, who are in school there. The general 


supervision of the education and upbringing 
of the children is being worked out by the 
queen mother and the trust company with 
the assistance of the former secretary of the 
deceased. The will discloses that His Majesty 
made careful provision for the various mem- 
bers of the Kadjar family. 

A claimant and pretender to the throne, it 
is disclosed by the accounts, has made a 
claim to the royal property and royal jewels, 
on the ground that they constitute property 
which should pass with the throne to him. 
The trust company and the immediate rela- 
tives claim the property left by the deceased 
as his personal property passing under the 
will to his children and relatives. It is pos- 
sible that a determination of the questions 
presented may require the surrogate to de- 
cide which of the Kadjar family has the 
right to succeed to the throne of Persia. 

The will contains provisions for the pay- 
ments of specified amounts to eight of the 
wives. The account discloses that under the 
teaching of the Moslem religion the amounts 
due these wives should be paid within 100 
days of the death of the deceased and his 
spirit is not believed to be at rest until the 
amounts are fully paid. These payments, the 
accounts show, were made promptly. The de- 
ceased left provisions for the payments of 
an annuity of £500 Sterling a year for the 
upkeep of his tomb and the performance of 
religious rites. The accounts show that the 
executor has employed the chamberlain of 
his late majesty, who has been in the employ 
of the Shah’s family for upwards of sixty 
years, to take up his residence in Kerbela, 
where the tomb is located, and personally 
supervise these duties and rites. 
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J. H. BACHELLER A DIRECTOR OF THE 
PRUDENTIAL INSURANCE COMPANY 
J. H. Bacheller, president of the Fidelity 

Union Trust Company of Newark, N. J., who 

was recently elected a director of the Pru- 

dential Insurance Company of America, has 
for many years occupied a leading position 
in the financial, business and civie life of 

Newark where he was born in 1869. He was 

for many years president of the Iron Bound 

Trust Company and when that company was 

merged with the Fidelity Union Trust Com- 

pany he became vice-president of the latter 
institution. Following the death of Uzal 

McCarter, the new director of the Prudential 

became president of the Fidelity Union and 

has carried forward the progressive policies 
of his predecessor. 

Mr. Bacheller was educated in the public 
schools and Newark High School. His grand- 
father was a native of Massachusetts as were 
his ancestors before him. Mr. Bacheller’s 
first business experience was as a clerk with 
the New York Life Insurance Company. Then 
he became associated with the late Samuel 
S. Dennis, banker, and later was placed in 
charge of the estate of A. L. Dennis, which 
he managed for years. 

He entered politics in 1897, when he be- 
came an alderman from Newark’s Ninth 
Ward. He was Republican leader and chair- 
man of the Finance Committee for years and 
in his last year, 1903, was president of the 
board. He was elected an assemblyman in 
1900 and three years later state senator. 
Mayor Doremus made him a member of the 
first Shade Tree Commission. For six years, 
1905 to 1911, he was Comptroller of Newark. 
He also served on the Newark Board of Edu- 
sation and was president of the Board dur- 
ing his time of service. He occupies ‘three 
non-salaried positions at the present time; 
those of Newark ‘Sinking Fund Commis- 
sioner, Essex County Park Commissioner, 
and as president of the Newark Children’s 
Aid Society. He is also chairman of the 
Citizens’ Unemployment Relief Committee, 
and has been active in Community Chest 
campaigns. 


At a recent meeting of the Committee on 
Foreign Banking, comprised of representa- 
tives of the principal New York banks and 
banking houses, as well as out-of-town insti- 
tutions, William R. Strelow, Jr., assistant 
manager of the foreign department of the 
Guaranty Trust Company of New York, was 
elected chairman. 

The title of the Hibernia Trust Company 
of New York is to be changed to the Colonial 
Trust Company. 
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NEW JERSEY TRUST COMMITTEE ON 
COOPERATION WITH THE BAR 

Charles H. Plenty, the newly elected presi- 
dent of the New Jersey Bankers Association, 
announces the appointment of L. G. McDouall, 
associate trust officer of the Fidelity Trust 
Company of Newark, as chairman of the com- 
mittee of the association to cooperate with a 
committee of the New Jersey Bar Association, 
The important task will devolve upon this 
committee of devising ways and means by 
which to obtain closer harmony and mutually 
satisfactory relations with members of the 
legal profession as regards the respective pro- 
fessional preserves and trust administration. 
The other members of the committee are 
George Letterhouse, trust officer of the Com- 
mercial Trust Company of Jersey City, and 
Frank J. Norcross, vice-president of the Cam- 
den Safe Deposit & Trust Company of Cam- 
den. 


“Trust Advertising Progresses to New 
Stage’ was the title of a newspaper adver- 
tisement bearing the signature of the Bir- 
mingham Trust & Savings Bank of Birming- 
ham, Ala., which received highest honors in 
the last issue of Bank Ad-Views. 
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FOSTERING CO-OPERATION WITH LIFE INSURANCE FRATERNITY 


The Fidelity Union Trust Company of 
Newark, N. J., in furthering its policy of 
cooperation with the life insurance frater- 
nity, has completed a series of seven meet- 
ings for life underwriters of Newark. These 
meetings were under the supervision of Les- 
lie G. MeDouall, associate trust officer, and 
chairman, Life Insurance Trust Committee, 
Trust Division, American Bankers Associa- 
tion; John M. Ellis, manager of new busi- 
ness; and W. Deane Pruden of the trust de- 
partment, all of the Fidelity Union. 

Invitations were sent out to every general 
agency in Newark to have two of their men 
attend the meetings which were held every 
week in the board room of the bank. The 
course was divided into six sections, with a 
final revue session. A hypothetical case was 
taken and at each meeting a different officer 
of the trust department explained exactly 
how this particular division would handle 
the case. 


The first talk was devoted to the solicita- 
tion of the hypothetical prospect. Next, coun- 


sel explained exactly how his will and life 
insurance trust would be drawn, and the 
helpful clauses that should be suggested. The 
following talks were devoted to the probate 
and administrative problems, taking into con- 
sideration the handling of securities, real 
estate, mortgages and all other matters rela- 
tive to the final disposition. At the conclu- 
sion of each lecture there was a general 
round table discussion in which the life un- 
derwriters were invited to participate, and 
the final discussion was in the nature of a 
forum conducted by Mr. McDouall. 

The Fidelity Union Trust Company has 
been a leader in the life insurance trust field 
since its inception. Today, it is known 
throughout the country as the bank where 
cooperation between life underwriter and 
trust company is a reality. The meeting re- 
cently held were typical of the kind of help- 
ful promotion that this institution has been 
doing for some time. 


NOMINATING COMMITTEE OF THE TRUST 
DIVISION, A. B. A. 

President Thomas C. Hennings of the 
Trust Division of the American Bankers As- 
sociation has announced the members of a 
nominating committee to recommend nomi- 
nees for the president, vice-president and five 
new members of the executive committee of 


the Trust Division to be elected at the next 
annual meeting of the Division in Los An- 
geles on October 3d. The members of the 
nominating committee are as follows: 

Ralph Stone, chairman of board Detroit 
Trust Company, Detroit, Mich., chairman; 
Robertson Griswold, vice-president Maryland 
Trust Company, Baltimore, Md.; Wm. G. 
Littleton, vice-president Fidelity-Philadelphia 
Trust Company, Philadelphia, Pa.; Leroy 
MecWhinney, vice-president International 
Trust Comnany, Denver, Colo.: Moorhead 
Wright. chairman of board Union Trust Com- 
pany, Little Rock, Ark.; Henry E. Sargent, 
secretary Trust Division, A. B. A., N. Y. C., 
secretary. 


BURROUGHS MACHINE TO HANDLE NEW 
TAX ON CHECKS 

Additional burdens of accounting are 
placed upon banks and trust companies in 
connection with the collection and payment 
of the new tax on checks levied by the 1932 
Revenue Act and which became effective 
June 21st. In anticipation of this and other 
accounting problems imposed by the Revenue 
Act upon banks and trust companies the ex- 
perts of the Burrough Adding Machine Com- 
pany of Detroit have added new machines 
to their standard line for banks which auto- 
matically and economically help solve the ac- 
counting problems involved in the tax on 
hank checks. 

The Adding and Listing Machines, an- 
nounced by Burroughs, automatically count 
the number of checks while listing and also 
furnish, if required, a printed total of the 
number as well as the amount of checks sub- 
ject to the tax of 2 cents on each check. Also 
the Burroughs Ledger Posting and State- 
ment Machines have been adapted to auto- 
matically count and print on the ledger or 
statement the number of checks posted in 
each account each day, carrying forward, if 
desired, the number of checks to date for 
each account. 

Bankers will recognize the assistance, the 
saving in time and money, as well as simplifi- 
cation of accounting procedure which these 
ingenious machines provide in the handling 
of the tax on checks. The importance of 
such automatic aids is apparent when it is 
stated that the Congressional levy is based 
upon an estimated income in handling of 
4.500,000,000 checks during the next fiscal 
year. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period of vears, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 
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ORGANIZATION OF NEW YORK TRUST DEPARTMENT 
OPERATIONS MEN 


The Corporate Fiduciaries Association of 
New York City recently took favorable action 
in creating a new Committee on Trust Oper- 
ations, to bring about a greater degree of 
standardized practice as applied to the me- 
chanics of operation in both individual and 
corporate trust department work and as dis- 
tinguished from administrative procedure. 
The ready interest among those in charge 
of operations, accounting and control work 
in trust departments was manifested by the 
presence of representatives from all the banks 
and trust companies of New York City ac- 
tively engaged in trust business, at a pre- 
liminary organization meeting and at a re- 
cent meeting conducted by the new Commit- 
tee on Operations. 

The membership of this committee, as an- 
nounced by President C. Alison Scully of the 
Corporate Fiduciaries Association of New 
York City, is composed of the following: 
Francis A. Zara, vice-president City Bank 
Farmers Trust Company, chairman; H. J. 
Bomhoff, assistant trust officer Bankers Trust 
Company; J. A. Deck, New York Trust Com- 
pany; Eugene C. Wyatt, assistant trust offi- 
cer Chase National Bank; Harold R. Wright, 
assistant secretary Bank of New York & 
Trust Company. 

At the first open meeting of operations 
men, held under the auspices of the Corpo- 
rate Fiduciaries Association at the Down- 
town Athletic Club, a report was received 
from the Committee on Operations. Organi- 
zation of the personal trust department, the 
relation of departmental divisions to the of- 
ficial staff and to each other, vault, cage and 
security records and controls, and rendition 
of statements were among the topics included 
in presentations and discussions. Among 


the discussions 
A. Nye Van Vleck, per- | 


those who participated in 
were the following: 


sonal trust officer, Guaranty Trust Company ; 
Maximilian Boll, City Bank Farmers Trust 
Company, and Eugene C. Wyatt, 
trust officer, Chase National Bank. 


assistant 


INSTALLATION OF “BLUE STREAK” 
CHECK SIGNER 

Among the ingenious devices upon the mar- 
ket for the automatic and expeditious signing 
of checks with practically ‘absolute safe- 
guard or locks against fraudulence, the “Blue 
Streak” check signer recently announced by 
the Todd Company of Rochester, N. Y., has 
made an immediate appeal. Among the first 
of banks and ‘trust companies to install this 
machine is the Union Trust Company of 
Pittsburgh, one of the largest trust compa- 
nies in the United States. The machine has 
a capacity of signing checks at the rate of 
3,000 or more an hour and is equipped with 
double locks and meter which record ‘the 
number of checks. 


Harry G. Hendrick, president of the Cen- 
tral State Bank and vice-president of the 
Exchange National Bank of Tulsa, has been 
elected president of the Oklahoma State 
Bankers Association. 

E. Merrill Beach of the First National 
Bank & Trust Company of Bridgeport, Conn., 
has been elected president of the Bridgeport 
Clearing House Association. 

A charter has been issued for the reorgan- 
ization of the United Bank & Trust Company 
of Greensboro, N. C., with authorized capital 
of $600,000, of which $100,000 has been sub- 
scribed. 
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SUPREME COURT DECISION FAVORS 
GIRARD TRUST COMPANY 

The Supreme Court of Pennsylvania in a 
unanimous opinion reversed the decision of 
Judge McDevitt, Court of Common Pleas No. 
1, in the suit of the Union Bank & Trust 
Company against Girard Trust Company of 
Philadelphia and directed that judgment be 
entered for the defendant, Girard Trust Com- 
pany. This case involves important ques- 
tions of banking law and the lower court 
held that the Girard Trust Company had no 
duty to inquire into the validity of the issu- 
ance of a due bill by the Union Bank & Trust 
Company in payment for stock delivered to 
the president of the Union Bank by the Gi- 
rard Trust Company, as one of the executors 
of the estate of Henry F. Mitchell, deceased. 

The decision of the lower court is over- 
ruled by the recent decision of the Supreme 
Court, which upholds the validity of a Clear- 
ing House due bill properly signed by two 
authorized officers of the Union Bank, the 
issuing bank, the names of such officers of 
the Union Bank having been duly registered 
with the Girard Trust Company and all other 
members of the Clearing House. 

The court stated that the Union Bank & 
Trust Company issued its due bill in payment 
for stock purchased through its president, 
Joseph S. McCulloch, which was signed by 
two of its authorized officers. The officers 
of the Union Bank were fiduciaries within 
the meaning of the Uniform Fiduciaries Act 
of May 31, 1923, and as these officers who 
drew the due bill were not personally inter- 
ested in the transaction, the Girard Trust 
Company was not bound to inquire whether 
or not these officers who drew the due bill 
were committing a breach of their outies. 
The Girard Trust Company was entitled to 
accept the due bill with no further inquiry 
than to see that the registered fiduciaries, 
Burton and Frank, officers of the Union 
Bank, had, in fact, executed such due bill as 
the obligation of their bank. The Supreme 
Court held they were specifically authorized 
to perform that act and that there was noth- 
ing on the face of the instrument to indicate 
any dishonest use of it by McCulloch. The 
instrument was good in the Girard Trust 
Company’s hands as a matter of law, and 
the Supreme Court finds that the Girard 
Trust Company acted in good faith from be- 
ginning to end of the transaction. This de- 
cision thus maintains the sound banking 
practice existing in Philadelphia for forty 
years past, in accepting Clearing House due 
bills as cash in daily transactions. Amount 
involved was $280,000 plus interest. 
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SCOPE OF REAL ESTATE OPERATIONS IN 
TRUST DEPARTMENTS 

Not only are many millions of real estate 
values administered by trust companies in 
the real estate divisions of their trust de- 
partments, but such properties also repre- 
sent a great variety of enterprises in loca- 
tions near and far. For example, the prop- 
erties controlled or managed by the real es- 
tate division of the personal trust department 
of the Central Hanover Bank & Trust Com- 
pany of New York, extend from the Atlantic 
to the Pacific and from the Gulf to the Ter- 
ritory of Alaska. Included in such properties 
are the following: 

The lease to the Pan-American Airways of 
their base on Biscayne Bay, Miami, was ne- 
gotiated by the Real Estate Division of the 
Central Hanover trust department. At vari- 
ous times, sales of California timber on lands 
100 times the size of Central Park have been 
concluded with Long-Bell Lumber Company, 
McCloud River Lumber Company and Picker- 
ing Lumber Company. The trust department 
is also co-owner with the Red River Lumber 
Company of very large but still unsold timber 
tracts in California. The largest moving pic- 
ture theater in the Northwest stands on trust 
department property in Minneapolis. For 
several years the real estate division has 
been operating a placer gold mine in Alaska. 
This mining property was placed in trust 
with the trust department several years ago 
and has been operated each year. To cease 
operations would in a sense destroy its value, 
for aside from the plant and machinery in- 
vestment loss, it would be difficult to ever 
interest a purchaser unless the property could 
be offered as a going venture and a proven 
mine. 


“Bank Management of Decedents’ Estates” 
is the title of a book by John Edson Brady 
which embraces a series of articles on that 
subject which have appeared in the Banking 
Law Journal. 

Frank H,. Lougher, trust officer of the 
Anglo-California Trust Company of San 
Francisco, has been named a member of the 
program committee for the Tenth Regional 
-acific Coast Trust Conference to meet in 
Los Angeles, September 29th to October Ist. 

Harvey 8S. Covington, executive vice-presi- 
dent of the Guardian National Bank of Com- 
merce of Detroit, has been elected president 
of the Reserve City Bankers Association. 

C. C. Roberts, vice-president of the Ameri- 
ean-First Trust Company of Oklahoma City, 
has been elected a trustee of the University 
of Tulsa, Okla. 
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BRANCH BANKING AND CHECK 
COLLECTIONS 

In discussing the subject “Check Collec- 
tions and Inter-Bank Relations” at the re- 
cent annual convention of the American In- 
stitute of Banking, Russell G. Smith, vice- 
president of the Bank of America of San 
Francisco, referred to advantages of branch 
banking. In part he said: “To the transit 
man who is constantly seeking short cuts to 
collection returns branch banking is of in- 
terest since it holds out the promise of still 
further economies in transit time. It must 
be remembered that in a branch banking sys- 
tem the branches, although possibly hundreds 
of miles apart, are regarded in the system, 
from an accounting standpoint, no differently 
than are the tellers’ windows in a unit bank. 
This has permitted branch banks to afford 
their correspondents the privilege of deposit- 
ing checks directly into the branch at the 
point of payment, receiving credit, however, 
for deposits made at various branches in a 
central account at the head office with in- 
terest available from the actual date of de- 
posit at the branch, In effect, this has given 
the correspondent banks of a branch bank- 
ing system the utility of a banking relation- 
ship with each of the branch banks in the 
system through one account. For example, 
the largest statewide banking system in Cali- 
fornia already referred to affords to corre- 
spondents’ facilities in 248 California com- 
munities, including two reserve cities, Los 
Angeles and San Francisco. 

“Ofttimes correspondents of a branch bank- 
ing system, where the volume warrants it, 
send direct to the branches at other impor- 
tant centers. For example, mail arriving in 
California from eastern points is delivered 
in the interior cities of the state and in San 
Francisco and Los Angeles on the same busi- 
ness day, and cash letters sent direct to 
branches at those points therefore are re- 
ceived and the items collected a day sooner 
than if the items were sent in the usual way 
through a San Francisco bank. This, you 
will see, permits eastern correspondents to 
decrease the outstanding time on those Cali- 
fornia points two days, one day being the 
time saved in mailing and the other the usual 
delay of day while returns would be 
mailed to Francisco or Angeles.” 
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REVENUE ACT OF 1932 IN CONVENIENT 
FORM 

The Revenue Act of 1932 with careful and 
convenient indexing, cross references and an- 
notations, has been published in pamphlet 
form by the Commerce Clearing House, Inc., 
the loose leaf division of The Corporation 
Trust Company of New York. To banks, 
trust companies, attorneys and all others 
desiring to have a ready reference with com- 
plete guide to the tax amendments adopted 
recently by Congress this compilation meets 
with such requirement. There is also a com- 
prehensive index which enables the reader to 
secure desired information without loss of 
time, Copies may be secured by communicat- 
ing with the Commerce Clearing House, Inc., 
loose leaf division of The Corporation Trust 
Company at the New York, Chicago or Wash- 
ington offices. 





Plans for reorganization of the closed First 
National Bank of Beverly Hills, Cal., are in 
progress. The suspension of this bank in- 
volves trust funds of a number of famous 
“movie” stars which have been protected by 
segregation. 
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METERED CHARGES FOR BANK SERVICE AND ON “FLOAT” 


One of the most practical and valuable 
contributions to more profitable banking and 
elimination of “leaks” is that made by Leo 
D. Kelly, vice-president of the Mercantile- 
Commerce Bank & Trust Company, in devis- 
ing a plan of metered charges so that each 
account pays in proportion to activity or for 
services rendered the customer. Supplemen- 
tary to this plan Mr. Kelly has also devised 
a “float” charge which is made on all checks 
deposited on points outside the city in which 
the depository bank is located. Many of the 
correspondents of the Mercantile-Commerce 
Bank & Trust Company have put these vari- 
ous charges into effect with beneficial results. 
One of the most interesting results of oper- 
ating the metered charge plan is the favor- 
able public reaction which has been encoun- 
tered. 


Mr. Kelley discussed his metered and 
“float” charge plans in the course of a re- 
cent address before the Bank Administration 
Conference of the A. I. B, convention in Los 
Angeles, and said in part: “By providing for 
a complete set of miscellaneous flat charges, 
and for the three activities in checking ac- 
counts, namely, deposit tickets and checks 
drawn against own account; checks depos- 
ited on other banks in same city; and last 
and by far most important of all, “float’’ on 
out of town checks, this plan automatically 
catches all the leaks in every account, and 
you are certain that each and every account 
pays its way. Furthermore, this plan elimi- 
nates about 90 per cent of the detail work 
involved in most methods now in use. An- 
other point to consider is that the customer 
will readily understand the float or conver- 
sion charge, and willingly allow the small 
charge to be deducted from his deposit ticket 
daily, once it is explained to him, but under 
the analysis method, when the loss is com- 
puted for the whole thirty-day period, it 
seems much greater and the bank is in the 
position of asking the customer to permit 
the charge, as against getting it daily, right 
now, at the teller’s window under this 
method. 


“T submit, further, that while the average 
customer readily understands the charge for 
converting an out-of-town check into avail- 
able funds, he appears hazy when you talk 
overhead expense to him in endeavoring to 
collect for the whole thirty-day period under 
the analysis method, after the service has 
been completed. I have always believed that 


in the case of charges in banking it is easier 
to collect before the service is performed, 
than thirty days afterward. 

“It is true that under this plan you do 
debit the account at the end of the month 
with four cents and two cents on each of 
the respective activities mentioned, above 
the specified ratio, but the amount that is 
collected from float daily right at the teller’s 
window will perhaps aggregate three or four 
times as much as the revenue from all of the 
other miscellaneous charges and this local 
activity charge combined. It is recommended 
that banks adopt a complete plant at the 
start, rather than try to put charges into ef- 
fect piecemeal. A bank that decides to put 
these metered charges into effect, or desires 
to add to or revamp charges already in ef- 
fect, should not dilly dally, but make up a 
complete schedule effective at one time, and 
wherever possible endeavor to have neighbor- 
hoods banks in the city and even in the 
same county take concerted action. 

“While it is advisable for banks to take 
concerted action, do not wait too long for 
your neighbors to make up their minds to in- 
stall these metered charges. In hundreds of 
instances banks have successfully installed 
such charges without unity of action on the 
part of other banks in the same city or coun- 
ty. Let me remind you that the customer is 
more concerned about the safety of his bank, 
than the small amount the bank may charge 
for its service, and that he soon realizes that 
the bank that charges for its service is more 
likely to be the stronger and more profitable 
bank. 

“T want to repeat, these charges are not in 
the nature of an experiment, for they are 
now in effect in a large number of banks, 
and these banks have been amazed at the 
ease with which they have been inaugurated ; 
at the substantial revenue they bring in; and 
the added prestige that accrues therefrom. 
These charges will bring a very substantial 
revenue to any bank that adopts the com- 
plete schedule—in fact, it has been my ex- 
perience that this added revenue to the aver- 
age bank with a capital of $300,000 or less 
will aggregate from 6 to 12 per cent on the 
eapital stock—not from profits, but by stop- 
ping losses.” 


L. F. Haller, vice-president and cashier 
of the Citizens Mutual Trust Company of 
Wheeling, has been elected president of the 
West Virginia Bankers Association. 
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New York 


BOND POOL BEGINS OPERATIONS IN 
NEW YORK 


The bond pool formed by leading banks 
and trust companies of New York City to aid 
in stimulating sound investment buying and 
more active employment of surplus bank cred- 
its, has been launched as the American Se- 
curities Investing Corporation. Although its 
initial purchases of bonds have been nominal 
in amount the fact that this pool has become 
active served to appreciable strengthen the 
tone of the bond and investment markets. 
Thomas W. Lamont of J. P. Morgan has been 
elected president of the corporation with 
George Whitney of the same firm as chair- 
man of the executive committee. 

The representative character of this or- 
ganization is evidenced by the board of di- 
rectors, as follows: 

James G. Blaine, president Marine Midland 

Trust Company. 

Mortimer N. Buckner, chairman board of 

trustees, New York Trust Company. 

George W. Davison, president Central Han- 

over Bank & Trust Company. 

Walter E. Frew, chairman of the board, 

Corn Exchange Bank Trust Company. 

Harvey D. Gibson, president Manufacturers 

Trust Company. 

F. Abbot Goodhue, president Bank of Man- 

hattan Trust Company. 

H. P. Howell, president Commercial Na- 

tional Bank & Trust Company. 

Perey H. Johnston, president Chemical 

Bank & Trust Company. 

Thomas W. Lamont, partner in J. P. Mor- 

gan & Company. 

Charles E. Mitchell, 

City ‘Bank. 
Lewis E. Pierson, chairman of the board, 
Irving Trust Company. 
William C. Potter, president 
Trust Company. 


chairman National 


Guaranty 


Jackson E. Reynolds, president First Na- 

tional Bank. 
Albert A. Tilney, chairman of the board, 
Bankers Trust Company. 

John C. Traphagen, president Bank of New 
York & Trust Company. 

Felix M. Warburg, partner in Kuhn, Loeb 
& Company. 

George Whitney, partner in J. P. Morgan & 
Company. 

Albert H. Wiggin, chairman of the govern- 

ing board, Chase National Bank. 

The procedure of the bond pool will be 
somewhat similar to the plan of the National 
Credit Corporation. The corporation is ex- 
pected to carry out its early operations on 
borrowed funds from banks and thus avoid 
resorting to calls for small payments against 
subscriptions. If this is done the corpora- 
tion may wait until its commitments in the 
bond market have reached substantial pro- 
portions, say one-tenth of the initial $100,- 
000,000 of subscribed funds, before calling for 
a payment by the subscribing banks. 


BANK DEPOSITS INCREASE IN NEW YORK 

Notwithstanding the reduction in demand 
and time deposit interest rates established 
recently by New York Clearing House banks 
and trust companies the weekly reports of 
Clearing House member banks show material 


increase in deposits. Combined net demand 
and time deposits of the twenty-one members 
as of May 28th, showed an increase of $425,- 
518,000 or 7.20 per cent over the 1932 low 
point established March 26, 1932. Analysis 
of the individual gains by these banks re- 
veals that the largest percentage increase has 
been registered by the Bankers Trust Com- 
pany, which has gained 29.3 per cent over 
the low point. Other outstanding gains in 
deposits have been scored by First National, 
25.03 per cent; Fifth Avenue Bank, 20.04 per 
cent; Harriman, 16.01 per cent; New York 
Trust, 16 per cent; Marine Midland, 12.86 per 
cent; Central Hanover, 11.55 per cent; and 
Chase National, 10.76 per cent. 
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KINGS CouUNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 


Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $562,000.00 


JULIAN P. FAIRCHILD, Presiden: 


WILLIAM } WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-Pressdent 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 








CONSERVATIVE POLICIES OF CHASE 
NATIONAL BANK 

In authorizing dividend on capital stock 
for the second quarter of the current year 
the directors of the Chase National Bank of 
New York determined upon a quarterly dis- 
tribution of 50 cents a share on the $148,- 
000,000 capital stock of the bank. Inasmuch 
as the par value of the stock is $20, the divi- 
dend so declared is at the rate of 10 per 
cent per annum. The latest dividend com- 
pares with 75 cents paid for the preceding 
quarter. 

The dividend policy of the Chase National 
Bank is governed by policies of conservatism. 
Net earnings from the operations of the bank 
during the current year have been running 
at the annual rate of $4.05 a share, about 
double the rate represented in the latest au- 
thorization. As announced by the directors 
the reduction in the current dividend is for 
the purpose of increasing reserves to provide 
for write-downs or any further contingen- 
cies resulting from prevailing business con- 
ditions. The present dividend includes no 
distribution on account of the Chase Securi- 
ties Corporation. 


NATIONAL CITY BANK BUILDS UP 
RESERVES 

Primarily for the purpose of maintaining 
ample reserves the directors of the National 
City Bank of New York have reduced the 
dividend on stock from an annual basis of 
$3 per share to $2 per share, in declaring 50 
cents a share on disbursement for the second 
quarter of the current year. The dividend is 
payable on July 1st to holders of record June 
11th and compares with 75 cents a share paid 
for the first quarter and a $1 quarterly rate 
previously distributed. 

The earning capacity is well above divi- 
dend requirements. Net earnings for the first 
quarter of the year were $5,052,430 as against 
dividend requirements of $4,650,000, adding 


$402,430 to undivided profits making that 
fund as of March 31st last, $11,503,775. The 
report for March 31st, showed capital of 
$124,000,000; surplus, $90,000,000; contingent 
reserves, $25,534,154. 


MANHATTAN COMPANY EARNS TWICE 
DIVIDEND REQUIREMENTS 
Directors of the Manhattan Company of 
New York recently authorized the regular 
quarterly dividend on capital of 50 cents a 
share, representing two and one-half per cent 
of the par value of its capital stock. This 
dividend is payable to shareholders July 1st 
and as of record June 15th. In announcing 
the dividend J. Stewart Baker, chairman of 
the board of directors estimated that the 
consolidated net operating earnings of the 
Manhattan Company and its subsidiaries for 
the quarter, after customary reserves will, 
as in the previous quarter, amount to more 
than twice the dividend. Because of the pre- 
vailing business conditions the earnings in 
excess of the dividend requirements will 
probably be used by the constituent com- 
panies to further increase their reserves. 


LONG ISLAND RAILROAD BONDS ADDED 
TO LEGAL LIST 

According to the latest publication of 
changes in the list of securities legal for in- 
vestment of trust funds and savings, issued 
by the State Banking Department of New 
York, an important addition are the bonds of 
the Long Island Railroad Company. These 
have not been legal heretofore in New York 
because a railroad company is required to 
have paid dividends on its capital stock for 
at least five years equivalent to one-fourth 
of its fixed charges. A total of fourteen of 
the road’s issues, including five divisional 
issues and six issues of equipment trust cer- 
tificates, was made legal for investment. The 
road paid no dividends on its capital stock 
from 1896 until 1928, when 4 per cent was 
paid May 1, 1928, out of 1927 earnings. 
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CITY BANK FARMERS TRUST COMPANY 
NAMED AS TRUSTEE 

The City Bank Farmers Trust Company of 
New York is named as trustee in the will of 
the late Edward Foster Swift under a trust 
fund provision for three children of the tes- 
tator. The value of the estate, filed for pro- 
bate in Chicago recently, is placed at more 
than $5,000,000, of which about one-third is 
bequeathed to Chicago charities, one-half of 
the remainder going to the widow and the 
residue left in trust for the children. The 
will directs that $25,000 each be given to the 
following: Art Institute, the Chicago Or- 
phan Asylum, the old People’s Home, North- 
western University, the University of Chi- 
cago and to the treasury fund for superannu- 
ated ministers of the Methodist Episcopal 
Church. 


THE NEW YORK TRUST CO. NAMED IN 
CORNELIUS J. SULLIVAN WILL 
Commenting upon the significance of emi- 
nent members of the legal profession ap- 
pointing trust companies in their wills as 
executors and trustees, an error was made 
in the May issue of Trust COMPANIES in 
stating that the Guaranty Trust Company 
was named as trustee in the will of the late 
Cornelius J. Sullivan, a distinguished mem- 


ber of the New York Bar, who died in Cali- 


fornia on April 8th. The trustees and execu- 
tors named in the Cornelius J. Sullivan will 
are Joseph J. Carroll and The New York 
Trust Company. 

The will includes the provision that the 
residue of the estate shall ultimately go to 
Amherst College and Harvard Law School. 
The residue is to be held in trust for the 
widow of the testator during her lifetime 
with provision for distribution of income to 
four sisters, 


INCREASE IN TRUST FUNDS ESTABLISHED 
BY LATE J. P. MORGAN 

At a time when estate and trust funds 
generally reflect the shrinkage due to pro- 
longed deflation of market values it is of 
interest to note substantial increases in trust 
funds established by the late J. P. Morgan 
for the benefit of three of his daughters and 
covering an accounting by the executor and 
trustees for the period between June 24, 1914 
to January 27, 19382. The accounting by ex- 
ecutors indicates that increases resulted 
chiefly from investments in the stock of the 
First National Bank of New York. The funds 
set aside for two of the daughters, Mrs. Sat- 
terlee and Mrs. Hamilton, included 862 shares 
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of the First National stock which were car- 
ried by the trustees at $792,000 but when 
sold brought $2,526,000 into each of the 
accounts. Profits on sale of this and some 
other stock for Mrs. Satterlee amounted to 
$2,193,111 while the fund for Mrs. Hamilton 
showed profits from sale of stock of $2,205,- 
705. The accounting for the fund of Miss 
Anne Morgan showed 874 shares of First Na- 
tional stock carried on the books by the trus- 
tees at $792,000 and sold for nearly $3,000,- 
000. 


ADMINISTRATION OF RICHARD 
HARDING DAVIS ESTATE 

An accounting was recently filed in the 
Surrogate Court by the City Bank Farmers 
Trust Company of New York as executor and 
trustee of the estate of the famous novelist 
and war-correspondent, Richard Harding Da- 
vis. Although sixteen years have elapsed 
since the death of Mr. Davis the accounting 
reveals that during the last year the trust 
company collected from book royalties, mo- 
tion picture and dramatic rights the sum of 
$3,394 which was paid into the estate now 
valued at $108,441. Under the terms of the 
trust the daughter of Mr. Davis receives the 
interest from the property until she is twenty- 
one years of age, upon which she receives 
one-half the principal with the remainder 
held in trust during the daughter’s lifetime. 


McKENZIE JOINS CENTRAL HANOVER 
Fred P. McKenzie, formerly assistant trust 
officer of the City Bank Farmers Trust Com- 
pany of New York has been appointed as- 
sistant secretary of the Central Hanover 
Bank & Trust Company, in charge of life in- 
surance trust business. Prior to his associa- 
tion with the City Bank Farmers Trust he 
was executive manager of the Life Under- 
writers Association of New York City. 


The Guaranty Trust Company of New 
York, as co-executor of the Estate of Thomas 
Healy, the famous restaurateur, filed an ac- 
counting, showing value of estate at $2,508,- 


-oOr 


oot. 


A decrease of more than $2,600,000 in the 
value of the estate of Robert W. de Forest, 
former president of the Metropolitan Museum 
of Art, since his death in May, 1931, was 
shown in an intermediate accounting filed 
by his sons as executors. 

Guaranty Trust Company of New York has 
been appointed registrar for 150,000 shares 


of common stock of the Dryice Corporation 
of America. 
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TRUST COMPANIES DECLARE 
REGULAR DIVIDENDS 


Announcement of regular dividend dis- 
bursements for the second quarter of the 
year and additions to reserves have been 
forthcoming from a number of banks and 
trust companies. In authorizing the regular 
quarterly dividend of 5 per cent the directors 
of the Guaranty Trust Company of New York 
advised that in addition to such regular divi- 
dend a substantial sum has been appropri- 
ated from undivided profits to increase re- 
serves and take care of all doubtful items. 
After payment of latest dividend and trans- 
fer to reserves the undivided profits of the 
company will be approximately $10,000,000 
and surplus $170,000,000 with capital amount- 
ing to $90,000,000. 

Directors of the Bankers Trust Company 
of New York have authorized the regular 
quarterly dividend on capital of 71% per cent 
for the second quarter of the current year. 
Net earnings of the company run well ahead 
dividend requirements and for the first quar- 
ter of the year were equal to 12.41 per cent 
on capital of $25,000,000, permitting of a 
transfer of $1,228,000 to undivided profits 
which were reported under date of March 
28th, at $26,307,945, with surplus of $50,000,- 
000. A contingency fund of $12,000,000 was 
also shown in the official report of March 
28th. 

Trustees of the Central Hanover Bank & 
Trust Company of New York have declared 
the regular quarterly dividend of $1.50 a 
share, payable July 1st to stock of record 
June 21st. The March 28th financial state- 
ment showed capital of $21,000,000 with sur- 
plus and undivided profits of $75,023,500 and 
deposits of over $476,000,000. 


APPOINTMENTS FOR BANK OF 
MANHATTAN TRUST COMPANY 
The Bank of Manhattan Trust Company 
of New York has been appointed trustee for 
an issue of $17,500,000, secured gold notes, 
due August 10, 1934 of the Baltimore & Ohio 
Railroad Company; trustee for an issue of 
$1,980,000 serial 41%4 per cent first mortgage 
bonds of the Banana Company of Jamaica, 
Ltd.; fiscal agent for an issue of $1,000,000 
of city of Waterbury, Conn., funding bonds, 
series 1931. 


At a recent meeting of the board of trus- 
tees of the Union Square Savings Bank, New 
York City, John C. Traphagen was elected a 
member of the board. Mr. Traphagen is 
president of the Bank of New York & Trust 
Company. 
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120TH ANNIVERSARY OF THE NATIONAL 
CITY BANK 

The National City Bank of New York cele- 
brated on June 16th its 120th anniversary, 
receiving its charter on that date in the year 
1812 from the New York state legislature as 
the City Bank of New York. The original 
authorized capital was $800,000, Today the 
National City Bank is the second largest 
bank in the United States with capital of 
$124,000,000 and aggregate resources of over 
$1,671,000,000. The bank was organized to 
supply New York’s banking needs following 
the expiration of the charter of the Bank of 
United States, part of the shares of which 
was exchanged for shares of the City Bank. 
In 1864 the bank obtained a national charter. 
The first foreign office was opened in Buenos 
Aires in 1914 and the bank now has ninety- 
nine branches in twenty-four foreign coun- 
tries with correspondents in all principal 
cities of the world. 

It is noteworthy that the City Bank Farm- 
ers Trust Company of New York, affiliated 
with the National City Bank as the country’s 
oldest trust company, received its charter in 
1822, just 110 years ago. 


ALBERT H. WIGGIN 


Chairman, Governing Board, Chase National Bank of 
New York, who has been awarded the Degree of Doctor of 
Laws by Columbia University 
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The ADMIRAL 


On the Beach Front at Cool Cape May, N. J. 





A beautiful modern fireproof hotel Golf --- Tennis --- Boating 
offering accommodations of the Surf Bathing directly from Hotel. 
highest type—350 rooms with bath. Outdoor Sea Water Swimming Pool. 


s ; Concert and Dance Orchestra. 
Rates Exceedingly Modest iia i: a soa papi 
: SocrtaL Hostess 
OPENS JUNE 15th 


GEORGE M. BOUGHTON, Managing Director 














RELIEVING THE REAL ESTATE LOAN 
AND MORTGAGE SITUATION 

An advisory committee of leading real es- 
tate men and bankers has been formed to 
cooperate with the Reconstruction Finance 
Corporation and also to assist the Young 
Committee in relieving the real estate loan 
and mortgage situation in New York City 
and in the New York Federal Reserve Dis- 
trict. Negotiations are in progress for lead- 
ing banks to subscribe to bonds of the Sav- 
ings & Loan Bank of the State of New York 
in order to make available advances to mem- 
ber savings and loan associations through- 
out the state. Such advances will be con- 
sidered primarily to relieve home owners 
and to refinance maturing obligations. 

Among the members of the advisory com- 
mittee, as announced by Charles A. Miller, 
loan agent of the Reconstruction Finance 
Corporation in this district, includes Lewis 
Gawtry, president of the Bank for Savings, 
as chairman: William Vincent Astor, Stephen 
Baker, chairman of the Bank of Manhattan 
Trust Company; John I. Downey, vice-presi- 
dent Bankers Trust Company, Charles S. 
Brown, Alfred E. Marling, James H. Post, Pau, FELIX WARBURG 


George E. Roosevelt, Robert E. Simon and Woes bee hone, obvenced from ie office Ro Assistant Vice- 
; aac: eae Tickershs president to that of Vice-president of the Bank of Man- 
George W. Wickersham. hattan Trust Company of New York 
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ANALYSIS OF WILL PROBLEMS 

“The Prevention of Unnecessary Family 
Expense” is the title of a booklet issued by 
the Bank of Manhattan Trust Company of 
New York for which there will evidently be 
an exceptional demand. It embraces an anal- 
ysis of will problems done in graphic pic- 
tures and charts. The problems are those 
which are not only commonly encountered in 
writing wills and setting the family estate in 
order, but many that are suggested by long 
experience in both legal and administrative 
aspects of the subject. 

Particularly timely was the text of a 
recent display advertisement in the dailies 
and bearing the signature of the Bank of 
Manhattan Trust Company entitled “The Ef- 
fect of Time on a Will.” The argument 
brought out forcefully the special reasons 
why men and women should revise their 
wills at the present time in the light of new 
conditions. New considerations are apt to 
arise such as the value of assets, responsibili- 
ties to discharge, effect of distributing prin- 
cipal of estate at the present time in accord- 
ance with a plan set up six or seven years 
ago and the need of flexibility to meet 
changed circumstances. 


The Westchester Home Finance Commit- 
tee has been formed in line with President 
Hoover’s home conservation plan, to lend 
money for the building of small homes in 
Westchester. 


TRUST COMPANIES 


ESTATE PLAN MERCHANDISING 
SERVICE 

Within a few hours after the passing of 
the new federal tax bill, Edwin Bird Wil- 
son, Inc., New York, specialists in bank and 
trust company advertising, released an es- 
tate plan merchandising service containing 
up-to-date estate, gift and income tax tables 
simplified so as to be easily interpreted by 
the layman. 

“The widespread interest in the new tax 
rates gives trust companies an unusual op- 
portunity to obtain trust leads and to sug- 
gest reviews of estate arrangements to cli- 
ents,’ according to E. B. Wilson, president. 
“Consequently we have planned the main 
booklet in this new service, “The Business of 
Leaving Your Property Economically,’ so as 
to give the trust officer or solicitor, sound 
economy arguments for all the trust services 
of his company, together with unique and ac- 
curate tax information.” 


BROOKLYN TRUST COMPANY DIVIDEND 

The board of trustees of the Brooklyn 
Trust Company at a recent meeting declared 
a quarterly dividend of $2.50 a share on 
capital stock, payable July 1st to stockhold- 
ers of record June 24th. President George 
V. McLaughlin stated: “Earnings of the com- 
pany for the first six months of 1932 will be 
substantially the same as those for the corre- 
sponding period of 1931, but in continuance 
of a conservative policy, earnings in excess 
of the reduced dividend were applied to re- 
serve accounts.” 








CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


$1,000,000 

2,000,000 

22,250,000 
00 


Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Manhattan Trust Co 

Bank of N. Y. & Trust Co 

Bankers Trust Co 

Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co 

City Bank Farmers Trust Co 

Continental Bank & Trust Co 

Corn Exchange Bank & Trust Co 15,000,000 
Corporation Trust Co 500,000 
County Trust Co 4,000,000 
Empire Trust Co 6,000,000 
Fiduciary Trust Co 1,000,000 
Fulton Trust Co 2,000,000 
Guaranty Trust Co 90,000,000 
Irving Trust Co 50,000,000 
Kings County Trust Co 00,000 
Lawyers T 3,000,000 
Manufacturers Trust Co 32,935,000 
Marine Midland Trust Co. 10,000,000 
New York Trust Co 12,500,000 
Title Guarantee & Trust 10,000,000 
United States Trust Co 2,000,000 


Surplus and 
Undivided 
Profits, Deposits, 
Mar. 28, 1932 Mar. 28, 1932 
$757,300 $3,880,300 
2,082,200 12,079,200 
44,436,300 321,864,500 


9,866,800 
76,307,900 
519,100 
12,997,000 
75,023,500 
44,895,100 
11,162,900 
6,747,800 
22,710,400 
115,300 
2,985,000 
3,183,400 
1,000,000 
3,089,100 
194,963,400 
75,564,900 
6,585,700 
2,498,000 
27,122,900 
7,022,000 
26,928,600 
21,193,200 
27,016,300 


97,025,300 
469,148,500 
14,652,800 
102,315,500 
476,868,600 
251,013,900 
37,713,700 
36,734,100 
212,866,200 
55,000 
18,258,200 
58,726,300 
4,377,200 
16,609,600 
884,418,600 
360,180,900 
24,778,900 
14,888,400 
372,329,000 
48,379,100 
237,148,100 
39,242,300 
56,942,400 


2814 
13% 
4234 
i9 
16 

220 

193 
14144 


190 

188 
13% 
2150 2250 


ig 20 


57% 60% 
30% 33% 
995 1055 
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Philadelphia 


Special Correspondence 


TRUST COMPANY STOCKHOLDERS 

EXEMPT FROM DOUBLE LIABILITY 

A decision was rendered recently by the 
Court of Common Pleas No. 2 of Philadelphia 
to the effect that stockholders of closed trust 
companies organized under the General Cor- 
poration Act of Pennsylvania are not liable 
for double assessment on stock for the bene- 
fit of depositors. Inasmuch as the decision 
is one of far-reaching effect the issue is to 
be carried forward to the Supreme Court of 
Pennsylvania for final determination. 

The decision of the Court of Common Pleas 
was based upon a test case instituted by the 
State Banking Department against a stock- 
holder of the Susquehanna Title & Trust 
Company of Philadelphia, which was organ- 
ized under the General Corporation Act and 
contains no explicit provision subjecting 
stockholders of trust companies to 
ment in the event of failure. The contention 
of the counsel for the State Banking De- 
partment was that companies organized 
under the General Corporation Law were 
empowered to engage in fiduciary and title 
insurance functions and not to assume de- 
posit liabilities. He showed that trust com- 
panies operating under this law have quite 
generally engaged in deposit banking. 

Judge Stern in reading the decision of the 
Court of Common Pleas stated: 

“When the General Banking Act of May 
13, 1876, was passed, giving to companies 
theretofore incorporated the right to come 
under its provisions, expressly repealing all 
inconsistent prior legislation, providing what 
was evidently intended to be an exclusive 
and general method for the incorporation of 
banks in the future, providing for double lia- 
bility of stockholders of such banks, it 
thereby necessarily repealed the Act of May 
11, 1874, as far as any then future operation 
of that act was concerned, and thereby the 
only basis for the present claim against the 
defendant entirely disappeared. 

“The present case does not call for a deci- 
sion whether the legislature constitu- 
tionally could, by the Act of May 9, 1923, 
grant to title insurance companies powers 
equal or similar to thdse of banks without 
at the same time imposing equal similar 
liability upon their stockholders.” 

An appeal has been carried to the Supreme 
Court of Pennsylvania from the decision of 
the Common Pleas Court to test the double 
liability of stockholders of closed banks and 
trust companies. 
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PHILADELPHIA COMMITTEE TO AID IN 
CREDIT AND ECONOMIC 
RECONSTRUCTION 

In response to President Hoover’s recom- 
mendation that the various Federal Reserve 
districts create committees of leading bank- 
ers and business men similar to the Young 
Committee organized in the New York dis- 
trict, to aid in making effective the various 
emergency provisions for wider use of bank- 
ing credit, Governor George W. Norris of 
the Federal Reserve Bank of Philadelphia 
has been authorized to name a committee to 
represent this district. The activities and 
functions of this committee will be in the 
main along the same lines as the New York 
committee, which recently announced the 
creation of a bond pool to purchase sound 
investments and thus help stimulate general 
financial and market conditions. 

The banking situation in the Philadelphia 
district has improved to such an extent as 
to render it possible for banking and busi- 
ness leadership to contribute very materially 
to the improvement of the economic situation 
and render more effective the provisions of 
the Glass-Steagall bill broadening the basis 
of rediscount operations and to cooperate 
with the Reconstruction Finance Corporation. 
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ELECTED PRESIDENT OF CORN EX- 

CHANGE NATIONAL OF PHILADELPHIA 

*aul Thompson, for many years a director 
of the Corn Exchange National Bank & 
Trust Company of Philadelphia, has been 
elected president and succeeding ‘the late 
Charles S. Calwell in that office. On May 
10th of this year he was elected chairman 
of the board of the bank, a newly created 
office and his election to the presidency as- 
sures the development of the progressive poli- 
cies which have marked the growth of the 
Corn Exchange National. 

Mr. Thompson graduated from the Univer- 
sity of Pennsylvania in 1885 as a civil en- 
gineer and then entered the employ of the 
Pennsylvania Railroad. In 1898, he became 
associated with the United Gas Improvement 
Company, of which he became vice-president 
as well as president of the Philadelphia Gas 
Works. In 1929, he retired from the utilities 
field, and became active in the affairs of the 
Corn Exchange National Bank & Trust Com- 
pany. 

Mr. Thompson has been an active alumnus 
of the University of Pennsylvania, where he 
was football captain and baseball captain in 
his senior year. In 1914, he was made fi- 
nance chairman of the board of directors of 
the University Athletic Association, and was 
successful in wiping out a large deficit the 
next year. He is also a director of the Gen- 
eral Alumni Society. 


THE NEW PRESIDENT OF THE PENNSYL- 
VANIA BANKERS ASSOCIATION 

The election of O. Howard Wolfe, cashier 
of the Philadelphia National Bank to the 
presidency of the Pennsylvania Bankers As: 
sociation, at the recent annual convention, 
directs attention to the invaluable services 
performed by Mr. Wolfe in behalf of sound 
banking generally. He is recognized by his 
fellow bankers as one of the foremost au- 
thorities on banking management and his 
views on the subject have received nation- 
wide attention. At the present time he is 
also agent of the Reconstruction Finance Cor- 
poration in the Philadelphia Federal Reserve 
District. During the past year he has served 
as president of the Association of Reserve 
City Bankers. 

Mr. Wolfe began his banking career witb 
the Philadelphia National Bank thirty-three 
years ago as a clerk. In 1915 he was ap- 
pointed assistant cashier and in 1917 became 
eashier. Among his other contributions to 
constructive banking were those as secretary 
for four years of the Clearing House Section 
of the American Bankers Association: in 
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| 
WORLD TAX CHARTS 


145 Pages of tax charts and tables, 
size 11!4x15 inches, depicting the 
taxing systems of a/! the States, the 
United States, and twenty-three 
foreign jurisdictions, including 
thirty-five tables describing the 
extent and nature of the applica- 
tion of each taxing method by the 
forty-eight States and tabulating 
the revenues derived. The essen- 
tials of all the taxing systems are 
presented in chart form for quick 
and convenient reference, study 
and comparison. Includes bases, 
rates, collection, administration 
and distribution. The new Third 
Edition of The Tax Research 
Foundation’s Federal and State 
Tax Systems—as of Jan. 1, 1932. 
$10 (if check accompanies order 
pay but $9). 


Gow RCE CLEARING, HorsyE, Tyo, 


LOOSE LEAF SERVICE DIVISION 
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1914-15 as member of the Organization Com- 





mittee of the Federal Reserve in which he 
was most active in the creation of the Gold 
Settlement Fund: as chairman of the bank 
management committee and other commit 
tees of the Pennsylvania Bankers Association 
and as member of the Economic Policy Com- 
mission of the American Bankers <Associa- 
tion. 

Trust companies of Pennsylvania have un- 
der administration total trust funds of $4,- 
798,681,000 and national banks report trusi 
funds of $160,040,000, making total of $5,127.- 
095,000. 

During the past year the number of state 
banks in operation in Pennsylvania was re- 
duced from 254 to 202 due to absorptions and 
failures. The number of trust companies was 
reduced 67 from 382 to 315. 

Joseph F. Hill, cashier of the National 
Bank of Chester County & Trust Company 
of West Chester, Pa., has been elected vice- 
president of the Pennsylvania Bankers Asso- 
ciation. 

Carl W. Fenninger, vice-president of the 
Provident Trust Company of Philadelphia 
has been elected vice-president for Pennsyl- 
vania of the Trust Division, A. B. A. 
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MORE FAVORABLE OUTLOOK FOR 
RAILROADS 

When any national increase in traffic oc- 
curs the railroads will be in a position to 
profit in a degree never approached in their 
previous history, Robert U. Frey, assistant 
treasurer of the Pennsylvania Company for 
Insurances on Lives and Granting Annuities, 
Philadelphia, told the conference on invest- 
ments at the recent convention of the Ameri- 
can Institute of Banking Section of the 
American Bankers Association. Mr. Frey 
based his view on that have been 
adopted to increase operating revenue 
through freight rate increases and to de- 
crease operating expenses. He also described 
with approval the Rayburn bill in Congress 
which he said if passed would “free the rail- 
roads from a potentially serious handicap in 
times of normal earnings” by repealing the 
recapture clause of the transportation act, 
and eliminating the requirement that 
rates granted railroads shall enable them to 
earn only “a fair return” on their invest- 
ment, which has been construed against rates 
that would enable the accumulation of sur- 
pluses in prosperous periods against lean 
years. = 


steps 


also 


The Union Trust Company of Washington, 
Pa., is being reorganized with capital of 
$300,000 and surplus of $190,000 to take over 
assets of the First Bank & ‘Trust Company 
and to liquidate the Washington Trust Com- 
pany. 

Warwick M. Ogelsby was elected president 
of the Commonwealth Trust Company of 
Harrisburg, Pa., at the recent annual meet- 
ing. Paul L. Ellenberger is trust officer. 

The Bryn Mawr Trust Company of Bryn 
Mawr, Pa., reports deposits of $2,807,243; 
capital, $500,000; surplus and profits, $1,635,- 
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OPPOSITION TO FEDERAL LIQUIDATION 
CORPORATION 

The provision in the Glass banking reform 
bill which would create a Federal Liquida- 
tion Corporation to protect depositors of 
closed banks and trust companies, meets with 
strong opposition from Philadelphia bankers. 
This plan is regarded as a thinly-disguised 
deposit guarantee proposition. A committee 
of the Philadelphia Clearing House Associa- 
tion has recently reported conclusions on 
proposed banking reform. The committee 
points out that the funds of the Liquidation 
Corporation would be used to liquidate banks 
which, having failed prior to the enactment 
of the bill, would themselves have made no 
contribution to the corporation. The fact is 
also emphasized that contribution based on 
net deposits is very apt to create the illusion 
that the money so paid into the corporation 
is depositors’ money for their protection 
whereas it is actually shareholders’ money 
so paid in. 


The Federal Reserve Board has granted 
trust powers to the Farmers and Mechanics 
National Bank of Phoenixville, Pa. 

Miss Edith B. Kaighn, of the Camden Safe 
Deposit & Trust Company of Camden, N. J., 
has been elected chairman of the Women’s 
Committee of Philadelphia Chapter, Ameri- 
can Institute of Banking. 

At a meeting of the Clearing House Com- 
mittee of the Philadelphia Clearing House 
Association, Archie D. Swift, president of 
the Central-Penn National Bank, was elected 
a member of the Clearing House Committee 
to fill a vacancy caused by death of .Charles 
S. Calwell. 

The Peoples Union Bank & Trust Company 
of Wilkes-Barre, Pa., has been merged with 
the Miners Bank of Pittston, 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Fidelity-Philadelphia Trust Co........$6,700,000 
Frankford Trust Co 500,000 
Germantown Trust 1,400,000 
Girard Trust Co 4,000,000 
Industrial Trust Co.................. 882,261 
Se aa eee eee 2,987,920 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust... . 500,000 
Northern Trust 500,000 
Penna. Co. for Insurances 8,400,000 
Provident Trust... ..<.cccccescasevcs Gee 
Real Estate Land Title and Trust..... 7,500,000 
Real Estate Trust 3,131,200 


Surplus and 
Undivided Profits 
Dee. 31, 1931 


Deposits Par 
Dec. 31,1931 Value Bid 
$82,843,009 100 325 
6,929,941 10 21 
14,847,696 10 19 
79,715,662 60 
11,587,407 14 
47,240,714 814 
10,074,997 20 
6,093,630 90 
16,108,929 16 
5,040,439 50 
10,528,694 100 410 
190,761,443 10 27 
30,551,972 100 335 
35,993,480 10 9 
6,848,613 100 93 


$22,794,074 
2,203,666 
4,306,088 
16,829,168 
4,276,878 
12,390,546 
2,203,351 
1,662,733 
2,339,773 
1,476,930 
4,094,669 
27,581,848 
17,298,395 
13,765,496 
2,357 424 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


THE WAY OUT OF DEPRESSION 

Commenting on the improvement in the 
general banking situation and the fact that 
manufacturing is bound to exercise stronger 
resistance as production nears the bare sub- 
sistence level, the First National Bank of 
Boston in its current New England Letter 
states: “The American people in general are 
reconciled to the fact that there is no easy 
way out of the depression. Reports from all 
parts of the country indicate that business 
concerns are no longer content to wait for 
the turning of the tide, but are making ad- 
justments on an extensive scale to meet the 
lower prices and the smaller volume. The 
feeling is growing that rehabilitation will 
depend largely upon individual initiative and 
aggressiveness. Many firms in New England, 
for instance, are showing surprisingly good 
returns on a greatly reduced activity. More 
than 40 per cent of the firms in this terri- 
tory operated at a profit in 1931. 

“A hopeful feature of the situation is that 
the economic system has been able to with- 
stand a series of crises and a sharp deflation 
in values without cracking under the strain. 
As has been the case in other times of our 
history, so will it likely be in this instance, 
that the economic system will show strong 
recuperative powers when the strain lessens. 
Fundamental corrective forces are constantly 
at work in all sections of the country, and a 
large part of the necessary adjustments have 
already been accomplished.” 


VOLUNTARY LIQUIDATION OF LEE, 
HIGGINSON TRUST COMPANY 


Formal announcement of voluntary liqui- 
dation was recently made by the manage- 
ment of the Lee, Higginson Trust Company 
of Boston which was organized in 1927. As 
of March 31st, deposits of the company were 
listed as $7,671,000 and the plan of liquida- 
tion provides for full payment in cash of all 
deposit liabilities. Trust funds acquired by 
the company were reported at the commence- 
ment of the year as amounting to $26,496,000 
and according to the official announcement 
the trust department will be continued until 
such time as arrangements are completed 
with clients for turning over the property and 
funds held by the department, when opera- 
tions will cease. 

The liquidation of the Lee, Higginson Trust 
Company does not affect the operations of 
the banking firm of Lee, Higginson & Com- 


$3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 
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pany which will be continued as heretofore 
with offices in Boston, New York and Chi- 
cago. Although the banking firm was affili- 
ated with the trust company through sub- 
stantial ownership of stock and representa- 
tions on the board, the two organizations 
were conducted as independent units. The 
capital of the Lee, Higginson Trust Company 
is $500,000; surplus, $500,000. 

The Lee, Higginson Trust Company is one 
of a number of similar affiliates organized 
within the past ten years by prominent bank- 
ing firms of Boston. The purpose of such 
organization was to provide trust facilities 
for patrons and clients of the banking firms 
as well as for others and to develop trust 
business through contacts established over 
many years. 


Francis C. Gray, David Howie and Mal- 
colm C. Ware, executive officers of the Lee, 
Higginson Trust Company, will become as- 
sociated with the Fiduciary Trust Company 
of Boston. 


The First National Bank of Boston re- 
ported as of May 2d total capital funds of 
$78,511,795 with resources of $630.896,000 and 
deposits $511,501,000. 
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Under Supervision of Federal Government 


A MERICAN SECURITY 


[7 AND TRUST COMPANY > 
Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


$6,800,000.00 
$38,500,000.00 


Capital andSurplus - - 
Assets over - © 


FOUR BRANCHES 
Interest paid on checking accounts 


LIQUID POSITION OF BOSTON BANKS 

While commercial loans reported by 
ton member banks of the Federal Reserve 
recently scored the lowest levels yet recorded, 
the liquid position of these institutions is 
one of unusual strength. Says the Federal 
Reserve Bank of Boston in its current re- 
view. “On May 18th the holdings of United 
States securities by Boston member banks 
amounted to only $6,000,000 than 
April 6th; during this period holdings of all 
other classes of security investments de- 
clined $15,000,000. Another indication of the 
liquid position of the Boston member banks 
was the reduction in the volume of indebted- 
ness to the Federal Reserve bank from over 
$2,000,000 on May 11th to only $500,000 on 
May 18th. During this period Boston mem- 
ber banks were carrying unusually large ex- 
cess reserves, both in the form of heavy bal- 
ances with the Federal Reserve Bank of Bos- 
ton and in cash in their own yaults.” 


Bos- 


less on 


Frederick E. Atkinson of the Rhode Island 
Hospital Trust Company of Providence, R. I., 
has been elected president of the Providence 
Chapter, American Institute of Banking. 


ELECTED PRESIDENT OF BOSTON 
CHAPTER, A. I. B. 

Ernest W. Lay of the State Street Trust 
Company of Boston was elected president of 
Boston Chapter, American Institute of Bank- 
ing, at the recent annual meeting. Other of- 
ficers elected were: Vice-president, Robert 
F. Nutting of the Home Savings Bank; sec- 
retary, Edgar A. Craig of the Dorchester 
Savings Bank, and treasurer, Perry D. Keat- 
ing of the Atlantic National Bank; board of 
governors for three-year term, Hildreth Auer, 
Malden Trust Company; Roger L. Current, 
Central National Bank, Lynn; William D. 
McRae, Federal Reserve Bank; Ernest H. 
Osgood, First National Bank, and Walter W. 
Simmons, Atlantic National Bank. 


NEW ENGLAND BREVITIES 

In Massachusetts the honor of having the 
largest per capita of savings goes to New- 
buryport which has a population of 15,084, 
and an average of $1,177.89 on deposit in mu- 
tual Savings banks tor every person. 

Ellis G. Hult, assistant cashier of the 
Federal Reserve Bank of Boston has been 
elected president of the Bank Officers’ Asso- 
ciation of Boston. 


The Rockland National Bank of Boston 
has absorbed the Cohasset National Bank of 
Cohasset, Mass. 

Harry E. Finley has been elected to the 
newly created office of comptroller of the 
Worcester Bank & Trust Company of 
Worcester, Mass. He will also supervise ac- 
counting and internal auditing for the seven 
banking institutions comprising the Wor- 
cester County group. Mr. Finley was for- 
merly with the auditing staff of the Union 
Trust Company of Cleveland. 

The Old Colony Trust Company of Boston 
has issued a summary of the Revenue Act 
of 1932. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital Undivided Profits, 


Banca Commerciale Italiana $750,000 
Boston Safe Deposit and Trust Co 2,000,000 
Columbia Trust Co 100,000 
IN oe ccnins caiaee 40 ebe eke aes 2,500,000 
Exchange Trust Co 1,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co 200,000 
Kidder Peabody Trust Co 500,000 
Lee Higginson Trust Co 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 

State Street Trust Co 3,000,000 
United States Trust Co Jon .. 1,400,000 


Surplus and Assets 
Trust Dept. 


Dec. 31, 1931 


Deposits 
Dec. 31, 1931 
$899,567.18 
20,999,062.38 
778,407.34 
4,727,619.65 
2,546,592.80 
225,000.00 
2,375,617.26 
1,250,839.35 
2,531,098.08 
8,862,775.94 
26,087,480.78 
5,570,759.86 
53,921,780.19 
9,598,521.68 


Dec. 31, 1931 
$385,679.04 
3,798,051.40 
251,158.51 
278,094.24 
1,005,036.60 
538,533.33 
140,575.14 
102,611.38 
269,953.48 
784,119.17 
3,016,786.22 
5,256,393.40 
3,744,377.13 
2,436,380.74 


4,776,235.40 
1,476,606.69 
2,733,244.29 
9,568,302.43 
106,703.53 
13,138,988.89 
26,496,457.78 
125,286,928.71 
302,490,294.99 
52,515,374.54 
12,076,485.82 
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Special Correspondence 


COORDINATION BETWEEN BANKING 
AND BUSINESS 

Two gatherings of unusual importance and 
significance were held recently at the Federal 
Reserve Bank of Chicago. They were com- 
posed of leading men identified with banking, 
industrial, railroad and commercial interests. 
representing not only the Chicago area but 
the Middle West. The prime object of the 
meetings were to survey the general credit 
and business situation and to line up for 


organized nationwide efforts with the Young 


Committee in New York. The Secretary of 
the Treasury, Ogden L. Mills and the Gov- 
ernor of the Federal Reserve, Eugene Meyer, 
and Owen D. Young have been in attendance 
to present the national viewpoint and the 
machinery provided by special legislative en- 
actment for reviving business. 

The conviction has been growing among 
Chicago’s leading bankers that the present 
economic situation is such that there must be 
nationwide and well organized effort to stim- 
ulate the use of abundant sources of credit 
for business and industrial expansion. The 
banks are practically overflowing with sur- 
plus reserves. Ample millions of banking 
credit lie untouched either in the bank vaults 
or available through the Federal Reserve 
System. How to make such funds more 
readily available and to secure better team 
work between banking and business men was 
the prime purpose of the recent meeting 
which promises to be fruitful of tangible 
results with the enactment of the tax bill 
at Washington and the political conventions 
out of the way. Sewell L. Avery, president 
of Montgomery, Ward & Company, was 
elected chairman of the Chicago Group. 

One of the most hopeful signs in this part 
of the country is the decrease in the number 
of bank failures and the fact that closings 
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are confined almost entirely to small country 
institutions. The Reconstruction Finance 
Corporation has performed and is still per- 
forming heroic work in stabilizing the bank- 
ing situation. In brief, the ground has been 
cleared for a return to normal business ac- 
tivities. ‘Whatever contingencies may still 
lie ahead the banks are amply prepared to 
encounter. The significant thing is that bank 
managements recognize the futility of work- 
ing out their problems alone. 

Among the local bankers who attended the 
recent meetings at the Federal Reserve Bank 
of Chicago were: George E. Reynolds, chair- 
man Continental Illinois Bank & Trust Com- 
pany; Frederick H. Rawson, chairman, First 
National Bank; Stanley Field, chairman of 
executive committee, Continental Illinois 
sank and Trust Company; Melvin A. Tray- 
lor, president First National Bank; Albert 
W. .Harris, chairman, Harris Trust & Savy- 
ings Bank; Solomon A. Smith, president, 
Northern Trust Company; Phillip R. Clarke, 
president Central Republic Bank & Trust 
Company and Eugene M. Stevens, chairman, 
Chicago Federal Reserve Bank. 


ILLINOIS BANKS CANNOT ACT AS 
INSURANCE AGENTS 
Interpreting the new insurance qualifica- 
tion law of Illinois the Attorney General re- 
cently ruled that state banks are not author- 
ized to act as agents for insurance companies. 
In accordance with this ruling the Superin- 
tendent of Insurance has announced that he 
would disapprove any applications from state 
banks for insurance licenses. The Attorney 
General in his ruling states: “Although it is 
convenient at times for a bank to be an 
agent of an insurance company, so that addi- 
tional security might be had to safeguard 
the loans of such bank, such convenience is 
too far removed from necessity to be con- 
strued as incidental power of the bank to ex- 
ercise its express power to loan money on 
personal and real estate security.” 
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CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 





POLITICS AND BANKING 

A determined effort is to be made by lead- 
ing bankers of Chicago and throughout Il- 
linois to secure legislation which will free 
banking supervision in this state from politi- 
cal encroachment. For many years the bank- 
ers have advocated the establishment of an 
independent and separate state banking de- 
partment and have opposed the existing sys- 
tem of having banks supervised through the 
office of the Auditor of Public Accounts. 
There is no criticism of the present encum- 
bent of that office who has administered the 
arduous duties of his dual office with such 
efficiency as his authority permits. His func- 
tions and efficiency have been circumscribed 
by the limitations of the law and the system 
which permits of the invasion of politics 
where practical banking judgment should be 
untrammeled. 

The example of New York is pointed to, 
where a banking board, including practical 
bankers was recently established as a result 
of legislation at the last session. It is 
pointed out that Illinois would not have had 
such banking troubles if a sound banking 
system had been in operation. One of the 
principal evils of Illinois banking has been 
the wholesale distribution of charters, often 
as a result of political influence; the organi- 
zation of banks with too small a capital and 
the lack of control which permitted unquali- 
fied men to assume the responsibilities and 
role of bankers. By means of the state-wide 
publicity campaign conducted by the Illinois 
Bankers Association the public is being en- 
lightened as to needed banking legislation. 


The many friends of William G. Edens, 
former vice-president and for many years as- 
sociated with the Central Republic Bank & 
Trust Company of Chicago, will be pleased 
to learn that he has been elected vice-presi- 
dent of the Congress Trust & Savings Bank 
of the same city. 
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OPPOSITION TO BRANCH BANKING 
RECORDED BY ILLINOIS BANKERS 


Illinois is one of the few among the larger 
states where branch banking in any form 
is prohibited by law. In view of the large 
crop of bank failures in this state during the 
past two years, confined chiefly to banks in 
smaller communities, there has been some 
doubt as to the wisdom of prohibiting the in- 
troduction of branch banking in Illinois. The 
ground for such misgivings is the argument 
that Illinois would have fared better with 
branches conducted by the large established 
banks in place of enfeebled unit banks ex- 
posed to attack from public hysteria and the 
effects of drastic deflation in values affecting 
bank assets. Expressive of a change in senti- 
ment was the legislative discussion and the 
framing of bills providing for limited branch 
banking. 

The recent convention of the Illinois Bank- 
ers Association revealed that the majority of 
bank members of that association continue” 
uncompromising in their objections to branch 
banking. This was reflected in a resolution 
adopted at the convention which reads: 


“In certain legislation now pending in the 
United States Senate, we see an attempt to 
give such competitive advantages to national 
over state banks as to lead to the destruction 
of our dual banking system. We emphatically 
reiterate our previous declarations that Con- 
gress should grant no further branch bank- 
ing privileges than to give national banks 
equal rights with other banks in states where 
branch banking is permitted. We believe the 
decision as to whether a state shall have 
branch banking should be left to the state 
itself, and that this should not be imposed 
upon it by federal legislation. We oppose 
interstate branch banking. Where local con- 
ditions in any community in the state fail to 
offer support to the existence of a regularly 
chartered bank, measures should be provided 
whereby adequate banking facilities may be 
extended.” 


PURCHASE OF COOK COUNTY TRUST 

The Cook County Trust Company of Chi- 
ago has been purchased by interests identi- 
fied with the Philip State Bank & Trust 
Company, Barnet L. Rosset, chairman of the 
bank, announced recently. Mr. Rosset was 
named president and C. A. Beutel, president 
of Philip State, was made vice-president. 
Frank B. Lambert, S. Rogers Touhy and 
Walter Shaw, directors of the bank, together 
with Messrs. Rosset and Beutel, will consti- 
tute the directorate. 
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PANORAMIC EXHIBIT OF PROGRESS IN 
BANK ADVERTISING 


It has been frequently asserted and de- 
servedly so that the Financial Advertisers 
Association has been a most potent factor in 
guiding bank and trust company advertising 
to higher and more efficient standards. This 
statement is to be verified and visualized by 
means of a panoramic exhibit of bank and 
trust company advertising as a feature of the 
next annual convention of the Financial Ad- 
vertisers Association to be held in Chicago, 
September 12th to 15th. The exhibit will be 
in three divisions and stage the progress of 
advertising during the past seventeen years 
from 1915 to 1932, covering the time since 
the F. A. A. was organized. 

For this evolutionary exhibit the Associa- 
tion has secured the spacious Florentine 
Room of Congress Hotel which lends itself 
in size and lighting effects most advantage- 
ously to the purpose of the exhibit which will 
include newspaper advertisements from banks 
and trust companies represented in the mem- 
bership of the association, besides direct-by- 
mail literature, folders, circulars, photo- 
graphs of outdoor and lobby displays and 
other business-building material. The major 
portion of the exhibit, to be arranged by the 
exhibit committee under the chairmanship of 
Henry Parker of the Detroit Savings Banks, 
will be made up of panels contributed by 
members. Another division will show what 
bank and trust advertising was before the 
F. A. A., came into existence. A third divi- 
sion will have samples of advertising show- 
ing “how not to advertise” and consisting of 
pieces of copy of literature which brought 
unforeseen comment or criticism. This is in- 
tended to serve as a warning to delegates as 
to pitfalls to be avoided. 

The entire exhibit will be kept intact and 
removed to the head office of the F. A. A.,, 
in Chicago, as a permanent exhibit. 


TRUST COMPANIES 


TRUST DEVELOPMENT RESEARCH 

The research committee of the Trust De- 
velopment Division of the Financial Advertis- 
ers Association has reported results from a 
questionnaire as to how trust representatives 
should be paid, the amount of business which 
they should produce and to determine the 
ratio of profits from trust development de- 
partments. The replies showed that in cities 
with a population from 100,000 to 300,000 
seventy-five per cent indicated that trust new 
business departments were maintained with 
production for 1931 approximating $4,200,000 
per solicitor at an average salary of $3,100. 
Replies further showed that all reporting 
trust companies from cities of 300,000 to 
500,000 maintained trust departments with 
individual production averaging in excess of 
$6,000,000. All but one of fifteen trust com- 
panies in cities of 500,000 and up reported 
trust development departments with average 
individual production of $10,000,000 with 
average salary of $4,000. 


ILLINOIS BREVITIES 

By unanimous vote the Chicago Mortgage 
3ankers Association has registered opposi- 
tion to President Hoover’s home loan bank- 
ing bill. 

Paul E. Zimmerman, chairman of the Oak 
Park Trust & Savings Bank, Oak Park, has 
been elected president of the Illinois Bank- 
ers Association. T. S. Robinson, assistant 
eashier of the Continental Illinois Bank & 
Trust Company of Chicago, has been elected 
treasurer. 

The will of the late Joseph Leiter of Chi- 
cago names the widow of the testator as ex- 
ecutrix under a bond of $1,000,000. 

“If I Were a Bank President” is the title 
of a new volume published by Rand McNally 
& Company, the author of which is R. E. Por- 
ter, The book contains constructive observa- 
tions for bank executives. 





CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


Boulevard Bridge Bank $500,000 
Central Republic Bank & Trust Co... .14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Drovers Trust 50,000 
First Union Trust & First National... .25,000,000 
Harris Trust 6,000,000 
Mercantile Trust 

Nerthern Trust 

Peoples Trust & Savings 

West Side Trust 

Woodlawn Trust 


*Includes securities affiliate. 


Surplus and 
Undivided Profits 
Mar. 31, 1932 


Deposits Book 
Mar. 31, 1932 Value 
$10,716,993 207 
160,198,332 221 
662,254,648 194 

6,097,352 335 
597,639,126 290 
85,900,074 227 
8,693,440 174 
85,131,198 368 
22,600,540 162 
8,804,445 146 
4,170,665 170 


$514,166 
12,023,590 
70,660,333 
829,840 
43,492,443 
7,625,579 
450,312 
8,061,883 
1,550,713 
469,398 
225,000 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


TRIBUTE TO ST. LOUIS BANKERS 


It is worthy of notation at this stage to 
direct attention to the high degree of sta- 
bility maintained by banks and trust com- 
panies of St. Louis during this period of gen- 
eral business reverse and especially at those 
times when the hysteria of the public seemed 
to sweep the country and vent itself upon 
banks. St. Louis occupies a foremost place 
among the few large cities of the country 
where the community has expressed strong 
faith in its banking institutions and where, 
at no time, has there been any serious em- 
barrassment to bank managements by un- 
warranted deposit withdrawals. There have 
been slight flurries to be sure but they did 
not last long and today the St. Louis banks 
are more impregnable and better equipped to 
accommodate business than at any time. 

Unlike other sections of the State of Mis- 
souri the city of St. Louis has not been 
“overbanked.” What excess there may have 
been several years ago has been eliminated 
by mergers or absorptions. Another reason 
for the strong position of St. Louis banks and 
trust companies is that business is conducted 
on a basis which invites the confidence and 
direct personal contact with customers and 
depositors, large and small. Even during 
the height of speculative prosperity the St. 
Louis banks eschewed practices and the type 
of investments which have contributed so 
largely to banking fatalities in other cities 
and sections of the country. Although there 
has been intensive competition for accounts 
in past years there has always prevailed a 
policy of conservatism and care in the ac- 
ceptance of business. 

Without much trumpeting the St. Louis 
banks have been a stabilizing force not only 
in this city but throughout the South. Corre- 
spondents in the interior or agricultural dis- 
tricts have not come in vain to their St. Louis 
banks for aid, whenever their applications 
were deserving. Loans to regular customers 
and for legitimate business needs have not 
been withheld by inordinate fear of keeping 
portfolios ultra-liquid. Wherever individual 
depositors have faced emergencies or excep- 
tional needs, they have found their bankers’ 
sympathetic and free with good counsel. In 
brief, St. Louis has come through the test- 
ing period with flying colors, largely because 
its banks and trust companies have adhered 
closely to the traditions of sound banking 
management. To the Clearing House is due 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated with First National Bank 








unqualified praise for the spirit of coopera- 
tive work which has marked its member- 
ship and governing committees. The admin- 
istration of the Federal Reserve Bank of 
St. Louis has also been such as to contribute 
poise and conservative standards, 
CORPORATE FIDUCIARIES ASSOCIATION 

J. A. McCarthy, associate trust officer of 
the Mereantile-Commerce Bank & Trust Com- 
pany, was recently elected president of the 
Corporate Fiduciaries Association of St. 
Louis. Other officers chosen were: Alfred 
Fairbank, vice-president and trust officer of 
the Boatmen’s National Bank, first vice- 
president; C. A. Tolin, associate trust officer 
of the Mississippi Valley Trust Company, 
second vice-president; Theodore H. Wigge, 
assistant trust officer of the Security Na- 
tional Bank Savings & Trust Company, secre- 
tary; and J. Bryan Gross, assistant secre- 
tary of the St. Louis Union Trust Company, 
treasurer. 


ID. R. Harrison, deputy State Finance Com- 
missioner of Missouri, has been appointed 
Finance Commissioner, succeeding S. L. Cant- 
ley, who resigned to become receiver of the 
St. Louis Joint Stock Land Bank, 
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COMMITTEE TO STIMULATE EMPLOY- 
MENT OF CREDIT 

Fashioned upon lines similar to the Young 
Committee in New York a committee has 
been organized in St. Louis to bring about 
more efficient coordination between banks, in- 
dustries and commercial houses in making 
use of supplies of credit. As stated by Wil- 
liam McChesney Martin, governor of the 
Federal Reserve Bank of St. Louis, the com- 
mittee has for its purpose the stimulation of 
business by bringing reserves of credit to the 
attention of worthy enterprises in need of 
funds to carry on their business. 

The chairman of the committee is James 
W. Harris, president of the Harris-Polk Hat 
Company and among the members are: M. R. 
Cole, of Louisville, president of the Louis- 
ville & Nashville Railroad; Paul Dillard of 
Dillard & Coffin, cotton merchants, Memphis, 
Tenn.; W. B. Plunkett, of Little Rock, Ark., 
president of the Plunkett & Jarrell Grocery 
Company, and the following of St. Louis: 
A. L. Shapleigh, chairman of the board of 
Shapleigh Hardware Company; E. D. Nims, 
former board chairman of the Southwestern 
Bell Telephone Company; Aaron Waldheim, 
capitalist; Frank C. Rand, chairman of the 
board of International Shoe Company; John 
G. Lonsdale, president of Mercantile-Com- 
merce Bank & Trust Company; Frank O. 
Watts, chairman of the board of the First 
National Bank; Sidney Maestre, president of 
Mississippi Valley Trust Company, and Tom 
K. Smith, president of Boatmen’s National 
Bank. 


The Central Trust Company of Frederick, 
Md., which was closed last September, is be- 
ing reorganized and will resume business. 
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M. E, HOLDERNESS 


Vice-president of the First National Bank in St. Louis, 
who has been elected President of the Missouri Bankers 
Association 


United States foreign trade declined to 
lowest level in two decades during the first 
quarter of the current year. Merchandise 
exports were valued at $460,000,000, a drop 
of 22 per cent from preceding quarter, with 
imports of $398,000,000 showing decrease of 
16 per cent as compared with preceding quar- 
ter. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 
Mississippi Valley Trust Co 
St. Louis Union Trust Co.... 

*Accepts no deposits. 


Surplus and 
Undivided Profits, 
Dec. 31, 1931 
$1,849,988.57 
6,367,216.14 
3,249,631.23 
7,270,586.00 


Deposits, 
Dec. 31, 1931 
$20,637 ,889.14 
102,053 ,278.95 


Capital 


$2,150,000 
10,000,000 





CONDITION OF WASHINGTON, 


Capital 
$3,400,000 


American Security & Trust Co 
2,000,000 


Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


Figures furnished by The Washington Loan & Trust Co. 


March 31, 1932 


(D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits, Deposits, 
March 31, 1932 
$31,711,962.43 
4,503,641.61 
13,970,545.17 
8,970,562.58 
16,993,646.31 


Bid Asked 
299 315 
160 
400 
200 
440 


$4,177,367.12 
1,511,534.36 
2,950,625.78 
1,186,956.18 
2,529,772.09 


100 
375 
191 
400 
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MARSHALLING CLEVELAND DISTRICT 
FOR RECONSTRUCTION 


Leading bankers, business men and indus- 
trialists of the great Federal Reserve Dis- 
trict of Cleveland have been brought into 
alignment to press effective plans and meas- 
ures for more active employment of avail- 
able bank credit. Although the committee 
will devote attention to the Fourth Federal 
Reserve District it will cooperate in a broad- 
er way with the Federal Reserve authorities 
and other organizations modeled after the 
Young Committee organized in New York. 
Preliminary work was mapped out by Gov- 
ernor Eugene Meyer of the Federal Reserve 
3oard who attended the organization com- 
mittee in this city. 

The Cleveland district committee was 
named by Governor E, R. Fancher. L. B. 
Williams is chairman, and the names of out- 
standing representatives of business, indus- 
trial and commercial interests appear on the 
roll of members. Among bankers on the com- 
mittee there are the following from Cleve- 
land institutions: W. M. Baldwin, presi- 
dent Union Trust Company: C. E. Sullivan, 
chairman Central-United National Bank; J. 
A. House, president The Guardian Trust Com- 
pany: H. V. Shulters, president National City 
Bank: Harris Creech, president The Cleve- 
land Trust Company; L, B. Williams, Hay- 
den, Miller & Company, director and deputy 
chairman Federal Resevre Bank of Cleveland. 

H. C. McEldowney, president of the Union 
Trust Company of Pittsburgh, heads the con- 
tingent from that city and includes Robert 
Wardrop, chairman of the First National 
Bank. Cincinnati bankers are represented 
by E. W. Edwards, president of the Fifth 
Third Union Trust Company and T. J. Davis 
of the First National Bank. The committee 
also embraces representatives from other 
leading cities in the Cleveland Federal Re- 
serve District, 


CURRENT PROBLEMS DISCUSSED BY 
OHIO BANKERS 


There was an atmosphere of hopeful assur- 
ance and a keen desire to tackle current 
banking and business problems at the recent 
forty-second annual convention of the Ohio 
Bankers Association held at Akron with a 
fine attendance. The convention was called 
to order by the president of the association, 
George H. Dunn, vice-chairman of the First- 
Central Trust Company of Akron whose ad- 


dress set forth a constructive program for 
Ohio bankers. Following the presentation of 
committee reports there were addresses on 
developments at Washington by Frederick 
Shelton and by John J. Driscoll, Jr., on bank 
management and profit-producing policies. 

One of the highlights of the convention was 
the address by Craig B. Hazlewood, vice- 
president of the First National Bank of Chi- 
cago, on “We Must Rebuild the Banking 
Business, But We Must Have a New Plan.” 
The application of princinles of engineering 
to the business of banking, was the theme 
of another paper by Charles F. Kettering, 
president of the General Motors Research 
Corporation of Dayton. “Our Bond Ac- 
counts” was the subject of an address by 
Richard M. Plaister of Moody’s Investors 
Service. 


RETURN TO ACCEPTED BANKING 
STANDARDS 

The prime lesson conveyed by the depres- 
sion is that bank management must return 
to sound commercial standards in the em- 
ployment of bank credit. That is the view- 
point expressed by Chairman George DeCamp 
of the Federal Reserve Bank of Cleveland, 
in the course of an address in which he de- 
scribed the factors which have induced banks 
to go far afield in diverting bank credit into 
speculative, investment and capital channels. 
He said in part: 

“There is ample evidence that loans to cus- 
tomers upon collateral security have in- 
creased vastly in the past few years, and 
funds have been supplied freely to the call 
money market, which has been of enormous 
assistance to the speculative element in bid- 
ding up values upon which these collateral 
loans were extended. When the inevitable 
collapse occurred many banks found them- 
selves holding the bag by reason of loans 
granted on inflated values. 


“In the great chastening process through 
which we are passing I think that many of 
our business men and bankers are returning 
to the accepted standards from which they 


should never have departed. I think we will 
have covered a goodly part of our journey 
on the return to prosperity when we recog- 
nize that bank credit was never intended to 
be employed as capital; that business de- 
pressions are man-made rather than visita- 
tions of God, and that we can neither avoid 
responsibility for the business errors we com- 
mit nor evade their consequences. When we 
embark on an economic joy ride some one 
has to pay for the gasoline.” 
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JOSEPH R. NUTT RETIRES AS CHAIRMAN 

Joseph R. Nutt has announced his retire- 
ment as chairman of the board of the Union 
Trust Company of Cleveland and after an 
active association of thirty-one years with 
the organization. He was born and edueated 
in Pennsylvania and moved to Ohio in 1893, 
engaging in commercial lines in Akron until 
1897, when he organized the Central Savings 
& Trust Company of which he became treas- 
urer and executive officer. A few years later 
Mr. Nutt came to Cleveland and in 1901 be- 
came secretary and treasurer of the Savings 
& Trust Company, which later united with 
the Citizens Savings & Trust Company and 
of which Mr. Nutt subsequently became vice- 
president and later president. The Citizens 
and five other large Cleveland banks were 
later merged to form the present Union Trust 
Company of which Mr, Nutt became presi- 
dent and several years ago was elected chair- 
man of the board when he was succeeded as 
president by W. M. Baldwin. Mr. Nutt, be- 
side other connections, is treasurer of the 
Renvublican National Committee. 


J. R. NuTtT 
Who has retired as Chairman of the Board of the Union 
Trust Company of Cleveland after thirty-one years of 
service with the bank and its subsidiaries 

Joseph R. Kraus, vice-chairman of the 
board of the Union Trust Company of Cleve- 
land has been elected chairman of the board, 
succeeding J. R. Nutt. He has spent his en- 
tire business life in banking. 


TRUST COMPANIES 


OHIO BREVITIES 

Arthur B. Taylor, president of the Lorain 
County Savings & Trust Company of Elyria, 
Ohio, has been appointed chairman of the 
Bank Management Commission of the Ameri- 
ean Bankers Association. 

The post of acting manager of the Cleve- 
land Trust Company, Madison-W. 97th street 
office is being filled by Erwin R. Longdyke. 

The Wood County Court of Appeals of 
Ohio recently ruled that, since the purchase 
of a draft with cash creates the relation of 
debtor and creditor, the holder is not entitled 
to preference on the bank’s insolvency. 

Frank A. Lipp has been named a manager 
of the Commerce Guardian Bank of Toledo. 
Associated with him will be James Kiroff, 
who was in charge of the foreign exchange 
business of the former Commerce Guardian 
Trust & Savings Bank. 

Reorganization of the Union Trust Com- 
pany of Dayton, Ohio, is progressing favor- 
ably with the election of a board of directors. 

Lawrence E, Marcum has been elected as- 
sistant vice-president of the Third National 
Bank & Trust Company of Dayton. 

A new bank is being organized at Bowling 
Green, Ohio, to be known as the Corn Ex- 
change Bank, with capital of $25,000. 
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A MONTHLY MAGAZINE DEVOTED TO THE 
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SAVINGS FIELD IS RICH IN 
OPPORTUNITY 


Discussing the outlook for savings banks 
and how the savings account has demon- 
strated its value during the past few years, 
W. R. Morehouse, vice-president of the Se- 
curity-First National Bank of Los Angeles, 
in an address before the American Institute 
of Banking in Los Angeles, said in part: 

“For the first time in the history of Amer- 
ican banking the savings bank depositor has 
received his first prolonged demonstration of 
the value of a savings reserve. Never before 
in our history have hard times remained at 
low levels for as many months as is true of 
the present business recession. As a conse- 
quence, millions of savings depositors have 
had their incomes either entirely cut off or 
reduced, making it necessary for them to 
draw on their savings accounts to tide them 
over. AS day after day these millions of 
savers have gone to their respective banks 
and withdrawn small amounts with which to 
meet their living expenses, they have been 
made conscious of the fact that a savings 
reserve in a bank is indispensable. Each 
time they have been brought face to face with 
the stern reality that their savings account 
stood between them and hardships, and in 
many cases, between them and great priva- 
tion. 

“During the past two and one-half years 
a savings account as an emergency reserve 
has definitely demonstrated its right to use 
the slogan given it by the Savings Division 
of the American Bankers Association several 
years ago, namely—“There is no substitute 
for a savings account in a bank.” It is fun- 
damentally so constituted, that it is more 
than a fair weather plan, but is at its best 
in times of great financial strain.” 


BANKERS’ CONVENTION AND REGIONAL 
TRUST CONFERENCE 


Of particular interest to trust men who 


convention of the 
American Bankers Association in Los An- 
geles is the fact that the Tenth Regional 
Trust Conference of the Pacific Coast and 
Rocky Mountain States takes place in Los 
Angeles immediately preceding the national 
meeting of the Association. Thus, by arriv- 
ing in this city on September 29th, they may 
have the advantage of attending both gath- 
erings. The Trust Conference opens on the 
morning of the 29th and draws to a close on 


plan to attend the 1932 


787 


the morning of October 1st. The A. B. A. 
Trust Division holds its annual meeting on 
the morning of October 3d. 

Both conclaves will present a wealth of 
interesting and valuable material for the 
consideration of all trust men seriously inter- 
ested in the welfare of the nation and in the 
future of the trust business and banking. 
With major economic problems engaging the 
attention of the entire world at this time, and 
with the world looking toward the business 
leaders and bankers of the United States for 
a solution to these vexing problems, it can 
reasonably be expected that any important 
meeting of these leaders will be devoted to 
a thorough study of conditions. Moreover, 
it is a certainty that the addresses and dis- 
cussions at the business sessions will develop 
an abundance of helpful information, bring- 
ing to light pertinent facts relating to exist- 
ing problems and their solutions and to the 
proved methods of operation and adjustment 
adopted by successful trust companies and* 
banks during the past year. 


DISTRIBUTION OF LARGE HUNTINGTON 
ESTATE 

The Security-First National Bank of Los 
Angeles, as co-executor and with approval 
of the Superior Court, recently began the 
task of distributing the large estate of Henry 
E. Huntington embracing assets of $42,000,- 
000, First payment made was $2,000,000 in 
securities to a board of trustees headed by 
Henry M. Robinson, chairman of the board, 
for a memorial hospital in honor of the de- 
ceased’s famous uncle, Collis P. Huntington, 
and a son, Howard. Site and plans for the 
institution are undetermined. Distribution 
at a later date will be made of $3,000,000 in 
securities to the bank as trustee under twenty 
individual trusts and a large residuum trust 
created in the will for the benefit of children, 
relatives and friends of the deceased. 


LOS ANGELES BREVITIES 
Haleott B. Thomas, vice-president of the 
Citizens National Bank & Trust Company of 
Los Angeles, is chairman of the publicity 
committee for the Tenth Regional Pacific 
Coast Trust Conference. 


Carl K. Simpson, assistant auditor of the 
California Bank of Los Angeles, has been 
elected president of the Los Angeles Chapter, 
A, 1.. 3B. 


The Citizens National Trust & Savings 
Bank of Los Angeles has opened a new 
branch under the management of Harry F. 
Overbeck at Wilshire and Houser Boulevards. 
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CALIFORNIA BANKERS IN ANNUAL 
CONCLAVE 

California justified its designation as “one 
of the brightest spots on the economic map” 
by staging a convention of bankers at which 
the leitmotiff was one of faith and confidence 
in the restoration of orderly business. At 
most of the state conventions of bankers this 
year there lingered in the background the 
remembrance of serious banking wreckage 
and of apprehensive days. California has 
been remarkably free from banking fatalities 
and that contributed not a little to the op- 
timistic sentiment which prevailed at the 
forty-first annual convention of the Califor- 
nia Bankers Association which was held in 
this city May 26-28 with headquarters at the 
Palace Hotel. 

The program revealed arduous and careful 
labor as to selection of speakers and topics. 
The keynote of robust confidence was sounded 
by the president, Herbert H. Smock, vice- 
president and cashier of the Security-First 
National of Los Angeles. The good account 
rendered by the state banks and trust com- 
panies called forth a tribute from Edward 
Rainey, state superintendent of banks, After 
the presentation of the legislative report the 
first session came to a close with an address 
on “Congressional Economics” by Dr. William 
Bennett Munroe, chairman of the Security- 
First National. 

The second session was largely given over 
to the problems of bank management with 
E. V. Krick presiding. Secretary Andrew 
Miller of the California Bankers Association 
spoke on “How Much Should a Bank Earn?” 
An equitable method of computing interest 
on savings accounts was described by Vice- 
president R. L. Eberhardt of the Stockton 
Savings & Loan Company. The collection 
charge schedule as a latent source of greater 
income proved to be an absorbing topic for 
discussion, led by Arthur T. Brett, cashier 
of the California Bank of Los Angeles, The 
closing session brought a number of reports. 
Frank P. Bennett of Boston presented an ad- 
dress entitled: “Our Banking System on 
Trial,” and F. J. Belcher, Jr., president of the 
First National Bank & Trust Company of 
San Diego spoke on “Reconstruction.” 


JERRY SULLIVAN ELECTED PRESIDENT 
CALIFORNIA BANKERS ASSOCIATION 
One of the most popular selections for the 

presidency of the California Bankers Asso- 
ciation was that of J. F. Sullivan, Jr., vice- 


president of the Crocker First National Bank 
of San Francisco. Everybody in California 
cherishes the friendship of Jerry Sullivan. 
He is the type of banker who is never too 
busy to do his associates and friends a favor. 
He has earned the title of president of the 
association because of his valuable contribu- 
tions to the cause of good banking and his 
numerous activities. He has served suc- 
cessively as a member of the executive coun- 
cil, chairman of the executive committee and 
as vice-president of the state association. He 
is also chairman of bank operations of the 
San Francisco Clearing House Association. 


TRUST SUBJECTS DISCUSSED 

The Trust Section of the California Bank- 
ers Association is an exceptionally active or- 
ganization, as testified by reports presented 
at the annual meeting held in San Francisco 
in conjunction with the California Bankers 
Association. Reports were received from va- 
rious committees at an executive committee 
meeting presided over by John Veenhuyzen, 
chairman of the Section. At the open meet- 
ing of the Section several addresses of prac- 
tical interest to trust people were presented. 
A. L. Lathrop of the Union Bank & Trust 
Company of Los Angeles spoke on “Economic 
Importance of the Deed of Trust.” Changing 
styles in banking investments were described 
by Harold G. Parker of the Standard Sta- 
tistics Company. The ever-interesting prob- 
lems of the Bar and the corporate fiduciary 
were discussed by Philbrick McCloy of the 
State Bar of California. 


BANK MERGER RATIFIED 

Directors of the Anglo & London Paris 
National Bank and the Anglo-California 
Trust Company of San Francisco have rati- 
fied plans for the merger of the two institu- 
tions giving San Francisco the largest bank 
conducting business entirely within the city. 
The combined bank will be known as the 
Anglo-California National Bank and _ will 
have capital of $10,400,000. On the basis of 
December 31st figures, the combined will have 
resources of approximately $245,000,000 and 
deposits of close to $190,000,000. The Anglo- 
California Trust Company will move its main 
office to commodious quarters of the Anglo & 
London Paris National. The new bank will 
have eight branches in various parts of the 
city. 


The Bank of America has purchased the 
First National Bank of Alhambra with as- 
sets of $2,000,000 and which will be conducted 
as a branch. 





Su another argument—and the deci- 
sive one—for a correspondent relationship 


with the Wachovia: 


the promptness and 


accuracy which you encounter when you 
forward items for collection. 
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BANK AND TRUST COMPANY 


NORTH CAROLINA 
WINSTON-SALEM 


WILLS 


By GILBERT THOMAS STEPHENSON, Author of “LIVING TRUSTS” 


This is a non-technical book written in a 
popular. style, dealing with the substance, as 


distinguished trom the form, of wills. 

It is intended to suggest to laymen, lawyers, 
and trust officers the practical steps testators 
should take and the practical points they should 
cover in the preparation of wills. 

a point of view is that of the testator him- 
se 

To gain the proper perspective, the author 
has Senexishiledt 6 questions that have actually 
been asked representatives of trust companies 


in the course of coniversations concerning wills, 
trusts, executors, and trustees. 

He has analyzed 436 probated wills from 46 
American states and from England, Canada, and 
South Africa ‘in order to learn what points testa- 
tors in the English-speaking world cover in their 
wills and how they cover them. 

In addition, the author is an active trust 
officer anda graduate ot the Harvard Law School. 

The book is written in simple, non-technical 
language. 
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The experience gained by more than 

a century of conservative banking serv- 

ice qualifies this Company to act in 

every individual and corporate trust 
capacity. 
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ACCOUNTS OF 
Corporations, Banks, Firms and Individuals Solicited 


CAPITAL and. SURPLUS $35,000,000 








